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EVOLUTION MAKES
THE STRONG STRONGER
BENE BOSE

In over sixty years of our own evolution, Paul Y. Engineering has
been improving best practices, partnering with the best clients,
producing best work and developing the strengths we believe will
be needed in the future.

The cover of this annual report is an apt illustration of our business
that has been always growing. And now we are set to climb up
even faster and capture the opportunities in every aspect of our
industry, from dream to creation to sustaining force.

But we know that it is not enough to be strong — favourable
conditions are needed to thrive. So we feel fortunate to be a part
of this moment in history. As China and the Asia-Pacific region
continue their own evolution, we are poised to contribute to and
benefit from the advantageous climate that we live in.

REREEEATSTR-ERBDE  EERBBOLERE B
EERRRANA HE  EREEROMEZS - EHBEE -
EHAD  BARamEaTS -

AEJRHAEBERNEEHH EHNRGTER - KBREZENEERS
t%  XBEBRERER  PRESOHBNEY  BEAIFHED X
FRERFETE  2EARDEBREABEOEE -

EEBRZH  REMARSFERDOER - EEEASRERAQT
BRTATS - SRR - HIE2 SRS L E A B IBIE - Bk
AR R E -



CONTENTS B &

12

Financial
Highlights
VBHE

20

Biography of
Directors

EEREMHN

43

Directors’
Report
EER®MESE

09

Consolidated
Balance Sheet

HAREERER

/0

Notes to the Consolidated
Financial Statements

AV IERRME

14

Chairman’s
Statement
EEHREE

30

Biography of
Senior Management
SREEEREMT

00

Independent
Auditor’s Report
BB RESE

/1

Consolidated Statement
of Changes in Equity
RAETEHR

154

Financial
Summary

MG E

13

Chief Executive
Officer's Report
THERmRES

31

Corporate
Governance Report
EEERARSE

03

Consolidated
Income Statement
melkmE

/4

Consolidated
Cash Flow Statement
HmEReREE

155

Corporate
Information

REER



Paul Y. Engineering strives to set new records and
contribute to historical moments. We do this by
gaining new insights, creating innovations and
delivering product and service excellence in order to
reach new heights.
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VENUES IN
HONG KONG FOR
THE BEIJING
OLYMPICS 2008
2008 It RREEBISE

LANDMARK
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NEW DEEP-SEA
PORT IN
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FOCUS OF LUXURY
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SELECTED PROJECTS #B{31E B

2007/-08

Residence Bel-Air
202 |

The ultimate in luxury lifestyle
EELENREK

Improvement works
on the Hong Kong
International Airport
EREBREERETRE
Continuous improvement of

what we have built
BEoRkEE - hETE

Yangkou Port ; R ¢
H058 - : ~—
An up-and-coming port built with - #
innovative technologies
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Nantong International
Trade Center
FEBERE S B
Grade-A office complex

in Nantong City

AT RREFEAR

Olympics

Equestrian Venues
BB Bt FiH it

Setting the stage of exciting
moments in Hong Kong
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Established in Shanghai and listed in Hong Kong,
Paul Y. Engineering has developed a nationwide
team to capture opportunities and bring our
experience to the world’s most dynamic markets.
With local staff and global insight, we know how
our clients do business and what they need for
the future.
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SELECTED PROJECTS 4 IHEHE

2007/-08

Landmark East

R

New landmark of East Kowloon
NEER AT AR

The ISF Academy
shM EfR

Unique school campus
I8 R VIR B 3R 5

Arraya Office Tower
Arraya A Kig

One of the tallest buildings
in Kuwait City
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Public Housing Development

in Shek Mun, Sha Tin
PHAMAXEEREEE

Winner of the Gold Award in Building Sites
(Public Sector Category) of the Construction
Industry Safety Award Scheme 2007/2008
B RS A 8 (2007/2008) & 5%

Infrastructural Works for
Pak Shek Kok Development
BEAREFEERRETR
Commuting between up-and-coming
communities

EEMERLR

Le Royal Arc
JBLPT SLBE T

Unparalleled extravagance in Macau
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Opportunities don‘t have boundaries — so you need to
be flexible to catch them. Paul Y. Engineering has
streamlined its business structure to cover every stage
of the property life-cycle, and we now have the
capability to deliver total development solutions with
flexible components to our clients.
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DEVELOPMENT
MANAGEMENT
BRREE

PROJECT
MANAGEMENT
HEEE

FACILITIES AND
ASSET MANAGEMENT
BREREEER

CONSTRUCTION
MANAGEMENT
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Financial Highlights % #E

Turnover

Earnings before interest
and taxation

Profit attributable to
equity holders

Shares outstanding (million)
Net asset value per share (HK$)
Earnings per share (HK$)

e Basic

e Diluted
Dividend per share (HK$)

e Final

e Interim

Total assets

Net current assets

Net cash

Equity attributable to
equity holders

Operating cash flow

Net cash flow

Current ratio

Net cash/equity ratio
Gearing ratio

Long term debt/equity ratio
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2008
HKS$'million

BEET

4,913.0

139.1

119.5

597
0.88

0.202
0.200

0.055
0.035

0.090

2,632.8
342.0
265.8

523.8
55.2
99.8

1.16
0.51
0.39
0.01

2007
HK$ 'million
BEAT

4,359.3

116.9

112.6

590
0.75

0.193
0.193

0.055
0.035

0.090

2,561.4
261.6
1721

442 .1
123.7
29.2

1.13
0.39
0.51
0.12

Percentage
change
BN ERE

+13%

+19%

+6%

+1%
+17%

+5%
+4%

+3%
+31%
+54%

+18%
-55%
+242%

+3%
+31%
-24%
-92%



Earnings per share — Basic (HK cents)
BRAEF -EF oz

174 193 20.2

2006 2007 2008

Turnover (HK$'million)
BEE @aen

4,913.0
4,359.3
3,109.9 | ﬂ
2006 2007 2008

Dividend per share (Hk$)

Profit attributable to equity holders (Hk$'million)

BERES @x) REBSAAREERT @uex)
1126 119.5
O . 09 O . O 9 100.9 | ﬂ
2006 2007 2008 2006 2007 2008
Dividend payout ratio Net asset value per share (Hk$)
BRRRBE BREEPRHE ex)
0.88
46% 47% 45%
0.75
2006 2007 2008 0.64
2006 2007 2008
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Dear Shareholders,

It is my pleasure to present the annual report of Paul Y.
Engineering Group Limited (together with its subsidiaries, the
“Group”) for the year ended 31 March 2008.

Our 2008 results represent another year of focused work and
sustained growth. Our turnover was approximately HK$4,913
million (2007: HK$4,359 million), an increase of approximately
13% compared to the previous year. Profit attributable to
shareholders reached approximately HK$119 million (2007:
HK$113 million) — an increase of approximately 6% year
on year. The board of directors (the “Board”) maintains a
stable dividend policy and has proposed a final dividend of
5.5 HK cents per share, which, together with the interim
dividend of 3.5 HK cents per share, equals to a payout
ratio of approximately 45% for this financial year. Return
on equity was approximately 23%, down 2% year on year.

Following an upward trend

In our interim report, | said that we have streamlined our
business structure and expanded the scope of our services.
| am pleased to report that the optimization of our business
functions has been successful. Our three core business
functions — Management Contracting, Property Development
Management and Property Investment have formed concerted
force, and we are now set to use our wealth of experience
and expertise to tap the opportunities that exist in all
segments of the property industry.

The Management Contracting business, which we have built
an enviable track record in the 60 years since we began,
remains our solid ground for value creation. Moving up the
value chain we have Property Development Management,
which covers the whole life-cycle of a property, including asset
management, project management and facilities management.
Then our Property Investment, led by top management, will
take the Group to the next level of development.

The creation of value is not limited to one way — it could start
with a new property investment, which is then managed by
property development management, and finally implemented
by our construction arm. On the other hand, our clients may
consider engaging us to fulfill their need for total property

management and even investment solutions.
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Chairman’s Statement FEREE

OUR ORGANIZATION CAN BE REPRESENTED ON
PAPER, BUT IT IS OUR STAFF THAT MAKES THIS
METAPHOR THREE-DIMENSIONAL, THAT GIVES IT
LIFE, MOVEMENT AND SPIRIT.

FEEWLEERRBREERECKRBAL L  ATIXEEE
EWETIRE FESHESELRARES -

Admiring the drive of our staff

Our organization can be represented on paper, but it is our
staff that makes this metaphor three-dimensional, that gives
it life, movement and spirit. And that is not just my opinion
— their professionalism and dedication have been rightly
acclaimed this year, with the Quality Building Award 2008,
an Outstanding Award in the Considerate Contractor Site
Awards, and a Gold Award in the Construction Industry Safety
Awards etc.

They also support our contributions to corporate social
responsibility including sponsorship of scholarships and
industry events. In May 2008, a timely staff donation
campaign was organized to support relief work at the sites
of the Sichuan earthquake. The Group donated a total of
HK$2.5 million, which included staff donations, double-
matching funds by the Group and an additional contribution
to help us reach this mark.

REITKE =

4 5

ARABIHEEHE
FEENEBRBELREREBCSERBAA L RAALBA
BEFHNEIBM  ARe<lR B ABEE - B2
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HRAKBEETHEER BHPRBEREEMERR
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ERAEZ  XHFOIMENRLETIE - ~AEEBRERE
BE08BT ERAEEREBH  AKEHETH
BEL AR S W EEINBR - ERARE - HEEK
ZEE
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RESIDENCE BEL-AIR,
FINALIST IN QUALITY
BUILDING AWARD

(RESIDENTIAL CATEGORY)
2008.

BAEER2008FE
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Working together for the future REBMNREKRLHY

On behalf of the Board and myself, | would like to thank HERXEERLA RN TEETEHLEZE
former Executive Director Mr Lee Hon Chiu for his invaluable  R¥EAEBEMESHRE  UEFEER2AREAEH
contribution to the Group over the years. | would also like to FIERZ - RAIMEEBURE 2B BAZTE
thank my fellow Board members and our staff. Our continued 2L2E  BETIE- RMB UK SE DR ITEERY
success is directly attributable to their loyalty, dedication and BAHKFRLEMAARAEER  YHAEBI AT E
personal contributions to the Group. | would like to take this  ¥BEEHNEHIIEFRHE -

opportunity to welcome Mr Cheung Lee Ming, Andy, our

Executive Director & Chief Financial Officer on board. | also

gratefully acknowledge the continued support of our clients

and business partners.

Finally, | would like to add my heartfelt thanks to our H#%& ZNELBHHSMUBRZFRENEBHOEER
shareholders for your ongoing support. Paul Y. Engineering S # - REBREEAREZRFRETRBERE S%THB
has laid a foundation for long-term success and we are ARESERLERFNENAE  NEESALHZH -
committed to continued focus on enhancing your returns in

the future.

James Chiu, OBE, JP HHIES - OBE » JP

Chairman EZy

Hong Kong, 18 July 2008 HE —ETENFLA+NH
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Chief Executive Officer's Report THEARBES

Dear Shareholders,

| am delighted to present the annual results of Paul Y.
Engineering Group Limited (“Paul Y. Engineering” or the
“Company”) and its subsidiaries (the “Group”) for the year
ended 31 March 2008, together with comparative figures
for 2007. Set out on pages 68 to 153 of this report are the
consolidated statements for income, cash flow and changes
in equity, and the Group’'s consolidated balance sheet, all
of which are audited, together with explanatory notes. The
annual results have been reviewed by the Company’s Audit
Committee.

This year has been important to Paul Y. Engineering. We
delivered the venues for the Equestrian Games of the Beijing
2008 Olympics, and were awarded numerous new projects in
Hong Kong and the Mainland. Despite the disruption of the
bar-benders’ strike in September 2007, the Group maintains
its positive momentum and continues to deliver encouraging
outcomes, while vigorous efforts have been undertaken in
order to remain competitive amid an era of inflation and
financial volatility.

Review of financial performance and positions
For the year ended 31 March 2008, the Group’s consolidated
turnover was approximately HK$4,913 million, a 13% increase
from last year.

Gross profit of approximately HK$234 million was achieved as
compared with a corresponding gross profit of approximately
HK$167 million for last year. Share of results of associates
was approximately HK$29 million which comprised of the
profit from the disposal of the Group’s 25% interest in Paul Y.
Centre. Profit attributable to equity holders of the Company
for the year was approximately HK$119 million versus
approximately HK$113 million for last year. Basic and diluted
earnings per share were 20.2 HK cents and 20.0 HK cents
respectively.
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Executive Director & Chief Executive Officer
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Chief Executive Officer’s Report THARBEE

With a proposed final dividend per share of 5.5 HK cents and
an interim dividend per share of 3.5 HK cents paid during the
year, the dividend payout ratio is approximately 45%.

Total assets were approximately HK$2,633 million, compared
to approximately HK$2,561 million at the end of last year.
Current assets were approximately HK$2,431 million,
representing approximately 1.2 times the current liabilities.
Net cash was approximately HK$266 million and the equity
attributable to equity holders of the Company stood at

approximately HK$524 million.

Net cash inflow from operating activities was about
HK$55 million and net cash inflow in respect of investing and
financing activities was approximately HK$45 million, resulting
in a net increase in cash and cash equivalents of about
HK$100 million for the year.

Review of operations

During the year under review, Paul Y. Engineering, with over
60 years of experience, has taken firm steps to position
itself as a full-scope service provider for the entire life-
cycle of properties. In redefining our business approach,
we have strengthened our Management Contracting and
Property Development Management arms, and set up Property
Investment arm. This has put us in an excellent position
to capture opportunities along the entire value chain of
construction and engineering services, as well as throughout
the various stages of property development and community
advancement.

Our work book is now more balanced with the fine-tuning
of our business divisions. For the Management Contracting
division, the value of contracts on hand as at 31 March 2008
is approximately HK$8,934 million and the value of work
remaining is approximately HK$3,795 million.

The value of contracts on hand for the Property Development
Management division as at year end was approximately
HK$573 million, which is encouraging and a reflection of
the synergized effort of our former Project Management and
Facilities Management teams.
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WE POSSESS A WEALTH OF

EXPERIENCE IN
LARGE-SCALE
INFRASTRUCTURE PROJECTS.
RMAEETAREZSEES
BEgm-

With our solid experience in engineering and our
thorough understanding of the market, we report an
encouraging results for the year. Management Contracting
remained the major contributor during the year, with a
turnover of HK$4,853 million, up by 12% compared with
HK$4,327 million in 2007; its operating profit amounted
to HK$111 million (2007: HK$59 million). During the year
under review, this division secured new construction contracts
with an aggregate value of approximately HK$1,565 million.
Subsequent to the year end, this division has secured further
contracts of approximately HK$2,313 million.

The contribution of profit from the Property Development
Management division during the year totalled HK$18 million,
while profit contributed from associates engaged in property
investment during the year amounted to HK$22 million.

Liquidity and capital resources

The Group adheres to prudent funding and treasury policies
in its operations, maintaining a variety of credit facilities to
meet requirements for working capital. At the end of this
fiscal year, the Group had total borrowings of approximately
HK$204 million, approximately HK$198 million of which are
repayable within one year. Cash, bank balances and deposits
at year end totalled approximately HK$470 million.

As at 31 March 2008, all of the Group’s borrowings bear
interest at floating rates and are denominated either in Hong
Kong Dollars or Renminbi. The Group's gearing ratio, based on
total borrowings of approximately HK$204 million and equity
attributable to equity holders of around HK$524 million,
stands at about 0.4.
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Chief Executive Officer's Report THEAHBEE

Employees

As at 31 March 2008, the Group had 1,449 full-time
employees, including the Directors of the Group. Employee
remuneration is based on overall market rates and
employee performance, as well as the performance of the
Group. Remuneration packages are comprised of salary,
a performance-based bonus, and other benefits including
provident funds and medical coverage. Three share incentive
schemes (namely share option scheme, share award scheme
and share financing plan) are in place to motivate and reward

eligible employees.

Pledge of assets

As at 31 March 2008, the Group pledged bank deposits of
approximately HK$34 million, property, plant and equipment
of approximately HK$9 million, and charged the Group's
benefits over certain construction contracts to secure the
general banking facilities granted to the Group.

Contingent liabilities

As at the year end, the Group had contingent liabilities in
respect of guarantee of approximately HK$10 million given to
a bank for banking facilities granted to an associate.

Disposal of 25% interest in Paul Y. Centre

During the year ended 31 March 2008, an associate of
the Group disposed of its interest in Paul Y. Centre at a
consideration of HK$1,150 million.

Securities in issue

As at year end, there were 597,298,066 shares in issue, and
outstanding share options over a total of 25,914,000 shares with
subscription prices of HK$0.70 (for options over 500,000 shares),
HK$0.85 (for options over 500,000 shares), HK$0.90 (for
options over 2,800,000 shares), HK$1.00 (for options over
4,214,000 shares), HK$1.34 (for options over 14,300,000
shares), HK$1.36 (for options over 2,000,000 shares) and
HK$1.40 (for options over 1,600,000 shares) per share.

During the year under review, an aggregate of 7,698,957
shares were issued, which included 4,412,957 shares by
way of scrip dividend and 3,286,000 shares by way of share
options exercise. Share options over 19,600,000 shares were
granted, share options over 7,000,000 shares were lapsed and
share options over 3,286,000 shares were exercised during
the year.
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S TEEREY  MRYERNE  EDHRXEE2MmEK o
RERESHNGEBERIAME  SHRKE LEEHK

AREERRRFEER -

Final dividend

The board of directors of the Company (the “Board”) has
resolved to recommend the payment of a final dividend of
5.5 HK cents per share (2007: 5.5 HK cents per share) for
the year ended 31 March 2008 to shareholders whose names
appear on the register of members of the Company at the
close of business on 19 September 2008. The final dividend is
expected to be paid to shareholders via post on or around 17
October 2008.

The Board has also proposed that the final dividend should be
satisfied by way of a scrip dividend of shares, with an option
to elect cash for part or all of such dividend. The market value
of the shares to be issued under the scrip dividend proposal
will be fixed by reference to the average of the closing prices
of the Company’s shares for the three consecutive trading
days ending on 19 September 2008, less a discount of 5%
of such average price or the par value of shares, whichever is
higher. The proposed scrip dividend is conditional upon The
Stock Exchange of Hong Kong Limited granting listing of,
and permission to deal in, the new shares to be issued and
the passing at the forthcoming annual general meeting of
the Company of an ordinary resolution to approve the final
dividend. A circular detailing the scrip dividend proposal and
a form of election will be sent to shareholders.
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Close of register of members

The register of members of the Company will be closed for
the purpose of determining the entitlements to the proposed
final dividend from 17 September 2008 to 19 September
2008, both dates inclusive, during which period no share
transfer shall be effected. In order to qualify for the proposed
final dividend, all transfers of shares accompanied by the
relevant share certificates must be lodged for registration
with the Company’s share registrar in Hong Kong, Tricor
Standard Limited (26th Floor, Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong) no later than 4:00 p.m. on
16 September 2008.

Purchase, sale or redemption of the Company’s
listed securities

During the year ended 31 March 2008, there were no
purchases, sales or redemptions by the Company, or any of its

subsidiaries, of the Company’s listed securities.

Outlook

The backdrop is now set for the Hong Kong construction
industry for the medium term. In October 2007, the HKSAR
government announced the Ten Major Infrastructure Projects,
with an estimated total budget of HK$250 billion over the
next five years. In the private sector, the surged property
sales in Q2 and Q3 2007 rendered developers to replenish
inventory. In our motherland, the direction of long-term
economic development is being fine-tuned by the recent
macroeconomic control measures, which will benefit Hong
Kong over time. Numerous opportunities are therefore
available for leading players such as Paul Y. Engineering,
possessing a wealth of experience and expertise in large-scale
infrastructure and construction projects.

On the other hand, challenges to contractors in the past year
are anticipated to remain in the foreseeable future: surging
labour and material costs pushed up by accelerating inflation,
volatility of financial markets and tightened liquidity of
capital, lingering price competition that will remain severe,
and complicated commercial risks.
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NANTONG INTERNATIONAL TRADE CENTER,
A GRADE-A OFFICE COMPLEX IN NANTONG CITY.
MHEEREZ P ORKREETRREREKE -

Continuous growth, coupled with prudent risk management, is
the best prescription for dynamic markets. While we maintain
a critical mass in our core markets, we are actively pursuing
opportunities in all dimensions, both in terms of geographical
expansion and scope of services. With its healthy cash flow,
solid foundation of over 60 years of building Hong Kong and
other cities, Paul Y. Engineering is fully equipped to ride with
the tide and continue to strive within such environment.

Life will always be a series of challenges, and the satisfaction
comes with overcoming them. It is this conviction that has
brought us to where we are today. We are committed to drive
for continuous successes and overcome challenges ahead and
turn them into profitable value drivers for the Group as well
as its shareholders.

Mok Yat Fan, Edmond
Executive Director & Chief Executive Officer

Hong Kong, 18 July 2008

THRAEYS RAESEMNAE BRESZEENER
EE  WESEEETEBLNTSTHRBED - &5
REFEROMBSEB 2% EREZARTEAD S LR
BEE  BEIRMOEY REZEXEFRENRS
Mo BMERTZFREFTEREMEH REMRRE
B RAEEEEZEZR  FREEMNDR -

BB EEREY  MAD RS RBLEEZM
Ko ERE—ER SHMAELENRKRREBETEEE
X -MoSBRTBEEELHEDHRMBERE =R
otk REERKRFIIMER -

E—-M#
BITEERTHARE

B —TENFLA+NE

REZEEBMERAT 2008F 25



Biography of Directors EEERE &/

Ir James Chiu ¥R Ti2HH Mr Lau Ko Yuen, Tom Z2lgR%ELE Mr Mok Yat Fan, Edmond E—f %4

James Chiu, oBg, Jp, aged 69, has been the Chairman PHAEE 0BE P 695 HZTETARNF = ARHMAR
(Independent Non-Executive Director) of the Company since QRBZEFE(BIUFERATES) BHIARRBZER
March 2006. He is also the Chairman of the Audit Committee ZEGhRTHZEREETR HAERBESRZERR
and Remuneration Committee of the Company. Ir Chiu has WFNE - BR—AN\NOAFEZE-NAANFREBZRE
served Hong Kong's construction industry for 44 years. He AAERGECETEZFALE B -

was the Managing Director of the General Electric Company

of Hong Kong Limited from 1984 to 1998.

He has held a number of important industry roles. He was HEETXANZEEZHE  EFLEAAIEME2S
a President of the Hong Kong Institution of Engineers and E@REERBEAEBEEIFE HMEEBRBAEAHEIRED
a Chairman of the British Chamber of Commerce in Hong WeeRLEEXZENE -

Kong. Currently, he is the President of Hong Kong Electrical

& Mechanical Contractors’ Association; and a member of

Construction Industry Council.

Ir Chiu is a Fellow of the Institution of Electrical Engineers IR AEHIREMEBE (ERE) FHILIRMHES -
(UK), the Hong Kong Institution of Engineers, Institution of BNERTREMEBgkEaSIRMEREREE -
Engineers Australia and Hong Kong Academy of Engineering

Sciences.

26 PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2008



Lau Ko Yuen, Tom, aged 57, has been the Deputy Chairman
(Non-Executive Director) of the Company since January 2005.
He is also a member of the Nomination Committee and
Disclosures Committee of the Company. Mr Lau has over 35
years of international experience in corporate development
and management in infrastructure developments as well
as construction and engineering services involving the
road, rail, port, power, telecommunications, mining and
Mr Lau is the
Deputy Chairman and Managing Director of PYl Corporation
Limited (“PYI") (00498.HK),

and operator of major bulk cargo ports in the Yangtze River

resources sectors in the Asia Pacific Region.

a significant developer, owner

Region in China. He is also an Independent Non-Executive
Director of China National Building Material Company Limited
(03323.HK).
Limited, Growing Success Limited and Paul Y. Investments

He is also a Director of PYI Treasury Group

Limited, all of which as well as PYl have interests in the
shares and underlying shares of the Company which fall to be
disclosed to the Company under the provisions of Divisions 2
and 3 of Part XV of the Securities and Futures Ordinance.

Mok Yat Fan, Edmond, aged 58, has been an Executive
Director & Chief Executive Officer of the Company since
June 2006. He is responsible for the overall performance of
the Company and its subsidiaries (the “Group”). He is also
the Chairman of the Executive Committee of the Company,
a member of the Remuneration Committee and Finance
and Investment Committee of the Company, and a Director
of certain subsidiaries of the Company. Mr Mok has been
engaged for over 32 years in project management, property
development and architectural practice in Hong Kong and
Canada. He graduated from The University of Hong Kong
with Bachelor degrees in architectural studies and architecture
and is by training an architect. He is a Fellow of the Hong
Kong Institute of Architects, a Registered Architect and an
Authorised Person (Architects List) under the Hong Kong
Buildings Ordinance. He served as Managing Director of Paul
Y. Properties Group from 1997 to 2003.
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Biography of Directors EEEERN

Mr Cheung Lee Ming, Andy RFIERELE Professor Lee Chack Fan Z/EZ %%

Cheung Lee Ming, Andy, aged 42, joined the Group in
March 2008. Mr Cheung is the Executive Director & Chief
Financial Officer of the Company. He is also a member of the
Finance and Investment Committee, Disclosures Committee
and Executive Committee of the Company, and a director
of certain subsidiaries of the Company. Mr Cheung has over
15 years' experience in the areas of business development,
finance and audit. Mr Cheung holds a Bachelor degree in
Business Administration from Boston University and a Master
of Business Administration degree from McMaster University.
He is a Certified Public Accountant of the State of Illinois in
the United States.

Lee Chack Fan, s8s, Jp, aged 63, has been an Independent
Non-Executive Director of the Company since January 2005.
He is also the Chairman of the Nomination Committee of
the Company, and a member of the Audit Committee and
Remuneration Committee of the Company. Professor Lee is
the Chair Professor of Geotechnical Engineering and Director
of the School of Professional and Continuing Education,
the University of Hong Kong. He is also an Academician of
Chinese Academy of Engineering. Professor Lee graduated
from The University of Hong Kong in 1968 and subsequently
received his Master’'s degree from The University of Hong
Kong in 1970 and a Ph.D. from the University of Western
Ontario, Canada in 1972. Professor Lee is an internationally
renowned expert in geotechnical engineering. He worked
for Ontario Hydro in Canada for some 20 years before he
joined his alma mater in 1994. He has participated in the
design of many massive dams and nuclear power stations. He
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Mr lain Ferguson Bruce
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has served as a specialist consultant or an advisor to many
international bodies such as the United Nations Development
Plan, World Bank, Asian Development Bank, etc. on numerous
energy and infrastructure projects in many parts of the world.
Professor Lee's eminent achievement in civil engineering has
been highly recognized; he was awarded the K Y Lo Medal in
2000 by the Engineering Institute of Canada and was elected
the Academician of the Chinese Academy of Engineering in
2003 in recognition of his contributions to the engineering
profession. He has been appointed as Justice of the Peace by
the Hong Kong Special Administrative Region Government in
July 2003, and he has been awarded the Silver Bauhinia Star
in July 2005.

Professor Lee is currently the Chairman of Harbour-front
Enhancement Committee, the Chairman of Veterinary
Surgeons Board, the Chairman of Hong Kong Institute for
Promotion of Chinese Culture, the Chairman of the Council of
the Lord Wilson Heritage Trust and the President of the Fu Hui
Charity Foundation.

lain Ferguson Bruce, aged 67, has been an Independent
Non-Executive Director of the Company since January 2005.
He is also the Chairman of the Finance and Investment
Committee and Disclosures Committee of the Company, and a
member of the Audit Committee and Nomination Committee
of the Company. Mr Bruce joined KPMG in Hong Kong in
1964 and was elected to its partnership in 1971. He was
the Senior Partner of KPMG from 1991 until his retirement
in 1996 and served as Chairman of KPMG Asia Pacific from
1993 to 1997. Since 1964, Mr Bruce has been a member
of the Institute of Chartered Accountants of Scotland, and
is a fellow of the Hong Kong Institute of Certified Public
Accountants with over 43 years of international experience in
accounting and consulting. He is also a fellow of The Hong
Kong Institute of Directors and a member of The Hong Kong
Securities Institute. He is the chairman of KCS Limited, a
director of Citibank (Hong Kong) Limited and is a member
of the Board of Stewards of the Hong Kong Jockey Club.
Mr Bruce serves as an Independent Non-Executive Director
on the boards of several publicly listed companies in Hong
Kong, Vitasoy International Holdings Ltd. (00345.HK), Wing
On Company International Limited (00289.HK) and Tencent
Holdings Limited (00700.HK). He is also an Independent Non-
Executive Director of Noble Group Limited, a company whose
shares are listed on the Singapore Exchange Securities Trading
Limited, China Medical Technologies Inc., a company whose
shares are traded on Nasdag and Yingli Green Energy Holding
Company Limited, a company whose shares are traded on the
New York Stock Exchange.
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Biography of Senior Management SR EEERBEE N

Mr Law Hon Wa, William Z#EZELE

Law Hon Wa, William, aged 43, has been the Qualified
Accountant of the Company since May 2008. He is responsible
for all financial management and accounting matters of the
Group. Mr Law has over 19 years' experience in auditing,
accounting and financial management. He holds a Bachelor
degree in business administration and a Master degree in
applied finance. He is a member of the Hong Kong Institute
of Certified Public Accountants, a fellow member of the
Association of Chartered Certified Accountants and also a

certified public accountant in Hong Kong.

Mui Ching Hung, Joanna, aged 39, has been the Company
Secretary of the Company since January 2005. She is
responsible for all company secretarial matters of the Group.
Ms Mui has over 16 years' experience in company secretarial
field. She holds a Master degree in language and law, and is
an associate member of The Hong Kong Institute of Chartered
Secretaries and The Institute of Chartered Secretaries and

Administrators.
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Corporate Governance Report ®¥%&4

Paul Y. Engineering Group Limited (the “Company”,
together with its subsidiaries, the “Group”) is committed to
maintaining high standards of corporate governance because
we believe that is the best way to enhance shareholder value.
The Company places strong emphasis on an effective board
(the "Board”) of directors (the
segregation of duties with clear accountability, sound

“Directors”) of the Company,

internal control, appropriate risk-assessment procedures, and
transparency to all shareholders.

The Company has complied with all code provisions and,
where applicable, the recommended best practices of the
Code on Corporate Governance Practices as set out in
Appendix 14 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited (the “Hong
Kong Stock Exchange”) (the “Listing Rules”) throughout the
year ended 31 March 2008.

BOARD OF DIRECTORS

Role

The Board is responsible for overseeing the Company's
strategic direction and the controls applied to its activities,
and ensuring that Management has appropriate processes in
place for risk-assessment, management, and internal control
over the Company’s day-to-day affairs.

The Board has in place a list of decisions that are to be
retained for the Board decision. These matters include:

Corporate strategy;

Financial reporting and control;
Major financial arrangements;
Risk management;

Succession planning;

O Ul A W N —

Notifiable transactions under Chapters 14 and 14A of the
Listing Rules; and

7. Recommendations to shareholders regarding appointment
of external auditors,

dividend payments, capital

reorganization and scheme of arrangement.

The Board has delegated all day-to-day operations and
management of the Company’s business to Management
under the leadership of the Chief Executive Officer of the
Company.
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Composition

The Board has a balanced composition of Executive and Non-
Executive Directors to ensure independent viewpoints in all
discussions. As at the date of this report, the Board comprises
six Directors, including three Independent Non-Executive
Directors, one Non-Executive Director, and two Executive
Directors. Board members are listed below:

EERPTHUTEZTIFRTEEZAGRIFTIE  BR
AN mAEBLEY RAREAH  EFERANM
EEHER(BR=ZUBIFNTES . —UIFNATES
LM HTESR) - EZRMEIMMT :

Board of Directors

EER

Independent Non-Executive Directors

BYFHTES

FHTES

Non-Executive Director

Executive Directors

HITES

e James Chiu

e |ain Ferguson Bruce

e Lau Ko Yuen, Tom

(Chairman) (Deputy Chairman)
WS () 2SR (FILE)

e Lee Chack Fan
F IR %

* Mok Yat Fan, Edmond
(Chief Executive Officer)
B (77E4E#)

e Cheung Lee Ming, Andy
(Chief Financial Officer)
RFR (548 )

Biographical information of the Directors is set out on pages
26 to 29 of this annual report.

Throughout the year ended 31 March 2008, half of the
Board was made up of Independent Non-Executive Directors,
one of whom had appropriate professional qualifications,
or accounting or related financial management expertise,
as required by the Listing Rules. There is no relationship
(including financial, business, family or other material/relevant
relationship) among members of the Board.

Independence of Independent Non-Executive Directors
Each of the Independent Non-Executive Directors has given
an annual confirmation of independence to the Company
pursuant to Rule 3.13 of the Listing Rules. The Company
is of the view that all Independent Non-Executive Directors
meet the independence guidelines set out in Rule 3.13 of
the Listing Rules and are independent in accordance with the
terms of the guidelines.

The Nomination Committee of the Company is responsible for
assessing the independence of the Independent Non-Executive
Directors.
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Chairman and Chief Executive Officer

To ensure a balance of power and authority, the positions of
Chairman and Chief Executive Officer of the Company are
held by separate individuals, with segregated duties. The
division of responsibilities between the Chairman and Chief

Executive Officer is clearly established and set out in writing.

The Chairman of the Company is Ir James Chiu (an
Independent Non-Executive Director and the Chairman of
the Audit Committee of the Company). The Chief Executive
Officer is Mr Mok Yat Fan, Edmond.

The role of the Chairman of the Company is to oversee the
Company’s strategic direction and the controls applied to its
activities. The Chairman provides leadership for the Board
and ensures that the Company establishes sound corporate
governance practices and procedures. He also encourages all
Directors to make a full and active contribution to the affairs
of the Board.

The Chief Executive Officer is responsible for the overall
performance of the Company and plays a leading role in
delivering a growth strategy. He provides leadership for
Management, oversees the day-to-day operations of the
Group, and monitors the achievement of Company objectives
set by the Board.

Non-Executive Directors

The Non-Executive Directors were appointed for a term
of approximately three years expiring at the conclusion of
the third annual general meeting from the date of their
appointment/re-election, subject to the Company’s Bye-laws.
Pursuant to the Company’s Bye-laws, all Directors are subject
to retirement from office by rotation at least once every three
years and are eligible for re-election by shareholders.
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Meetings =

Details of Directors’ attendance at Board meetings and Board EHEENEE T ) \FZA=Z+—HIFEFERLEF
committee meetings during the year ended 31 March 2008 EZReEkEEZa8gemsHBRINT

are set out in the following table:

Meetings attended/held during the year ended 31 March 2008

BE-ZZ/\F-A=t-RLFERLE BT2E82

Finance and
Investment
Audit Remuneration Nomination Committee Disclosures

Board Committee  Committee = Committee B&R Committee

BEER EVZEE ¥FMZzEe® REZEEE® REZBE KEZES
Number of meetings held during 5 3 2 1 2 2
the year
FARTERZRH
Independent Non-Executive Directors
BYFHTES
James Chiu (Chairman) 5/5 3/3 2/2
WIS (FE)
Lee Chack Fan 3/5 3/3 2/2 11
ECRAS
lain Ferguson Bruce 5/5 3/3 171 2/2 2/2
Non-Executive Director
FHTES
Lau Ko Yuen, Tom 5/5 0/1 172
(Deputy Chairman)
AR (AIELE)
Executive Directors
HTES
Mok Yat Fan, Edmond 5/5 2/2 2/2
(Chief Executive Officer)
R (774 %)
Lee Hon Chiu (Note 1) 5/5 2/2 2/2
ZEM (W)
Cheung Lee Ming, Andy 0/0 0/0 0/0
(Chief Financial Officer) (Note 2)
RMR (T 5E%) (K i2)
Average attendance rate 93.3% 100% 100% 66.7% 100% 83.3%
FHHER

Notes: Hat -
1. Mr Lee Hon Chiu resigned as a Director with effect from 1 May 1. FERAREEB-ZZ/N\FREA-HBREFTEF - BHE=Z
2008. He also ceased to be a member of the Finance and Investment ZNFRA-HRTBEAVBLREZEEKNEUARREE
Committee and Disclosures Committee with effect from 1 May 2008. ZEEKE -

2. Mr Cheung Lee Ming, Andy was appointed as a Director with effect 2. RAREEB_ZFENFLATN\BREZERES - ®KT
from 18 July 2008. He was also appointed as a member of the BEZZT \FREA-HBEZAAMBRREZEGHEN
Finance and Investment Committee and Disclosures Committee with EHELZEGKE -
effect from 1 May 2008.
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The Board meets regularly and at least four times a year.
Regular Board meetings are usually scheduled at the beginning
of the year to give all Directors adequate time to plan their
schedules to attend. Directors receive at least 14 days’ prior
written notice of regular Board meetings and an agenda.
The Board papers, including supporting analyses and relevant
background information, are normally sent to all Directors
at least 3 days before the Board meeting. For other Board
meetings, Directors are given as much notice as possible in
the circumstances.

In order to have an effective Board, Directors are provided
with information on activities and developments in the
Group's business on a regular and timely basis to keep them
apprised of the latest developments of the Group. In addition,
the Directors have full access to information on the Group and
are able to seek independent professional advice whenever
they deem it necessary.

To avoid conflicts of interest, Directors who have declared
their material interests in the proposed transactions or issues
to be discussed are not counted in the quorum of meetings
and abstain from voting on the relevant resolutions.

Minutes of Board meetings and Board committee meetings
with sufficient details of matters discussed are kept in
safe custody by the Company Secretary, and are open for
inspection by Directors.

BOARD COMMITTEES

To facilitate the work of the Board, Board committees have
been set up with written terms of reference which clearly
define the role, authority, and functions of each committee.
Each Board committee is required to report their decisions
or recommendations to the Board. Details of Directors’
attendance at the Board committee meetings during the year
ended 31 March 2008 are shown on page 34 of this annual
report.

The role and function of, and a summary of work done by,
each Board committee during the year ended 31 March 2008
are set out below:
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Audit Committee

Composition

This Committee currently comprises Ir James Chiu (Chairman
of this Committee), Professor Lee Chack Fan and Mr lain
Ferguson Bruce. All the members of this Committee are
Independent Non-Executive Directors.

Role and Function

The principal duties of this Committee include oversight of
the Group's financial reporting system and internal control
procedures, review of the Group's financial information,
and review of the relationship with the external auditors of
the Company. This Committee also meets regularly with the
Company’s external auditors to discuss the audit process and
accounting issues.

Summary of Work Done
The following is a summary of the work performed by this
Committee during the year ended 31 March 2008:

1. Review of the annual results of the Group for the year
ended 31 March 2007;

2.  Review of the interim results of the Group for the six
months ended 30 September 2007,

3.  Review of the Group’s financial information, financial
reporting system, internal control procedures, and
financial and accounting policies and practices;

4.  Approval of remuneration and terms of engagement of
the external auditors;

5. Recommendation to the Board to re-appoint the external
auditors at the 2007 annual general meeting;

6. Review of the external auditors’ independence and
objectivity and the effectiveness of the audit process,
and review of policy on engaging the external auditors to
supply non-audit services;

7. Review of the systems of financial controls, internal
control and risk management, and consideration of the
findings of any major investigations of internal control matters;

8. Review of the effectiveness of the internal audit function;

9. Review of the continuing connected transactions;

10. Review of the audit plan for the year ended 31 March 2008;

11. Review of the internal corporate audit annual report for
the year ended 31 March 2007; and

12. Met with the external auditors, in the absence of
Management.
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Remuneration Committee

Composition

This Committee currently comprises Ir James Chiu (Chairman
of this Committee), Mr Mok Yat Fan, Edmond and Professor
Lee Chack Fan. The majority of the members of this
Committee are Independent Non-Executive Directors.

Role and Function

This Committee has been established to ensure there is
a formal and transparent procedure for setting policy on
the remuneration of Executive Directors and for fixing the
remuneration packages for all Directors. This Committee is
mainly responsible for making recommendations to the Board
on the Company’s policy and structure for remuneration of
Directors and Management, and making recommendations on

the manpower deployment plan.

Summary of Work Done
The following is a summary of the work performed by this
Committee during the year ended 31 March 2008:

1. Review and approval of performance-based remuneration
for employees of the Group for the year ended 31 March
2008;

2. Consideration and determination of year-end bonus for
the Executive Directors;

3.  Review of the Company’s remuneration policy;

4. Review of trends in compensation and benefits
programmes; and

5. Approval in granting share options.

Remuneration Policy

The Company ensures that the remuneration offered is
appropriate for the duties, in line with market practice and
pay levels, and effective in attracting, retaining and motivating
employees (including Executive Directors). For Non-Executive
Directors, the Company ensures that they are sufficiently
but not excessively compensated for their efforts and time
dedicated to the Company. No individual determines his or
her own remuneration.

The remuneration of Directors is determined with reference to
market competitiveness, job responsibilities, and performance
of the Company and the individual. Details of the emoluments
of Directors are set out on page 107 of this annual report.
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Nomination Committee

Composition

This Committee currently comprises Professor Lee Chack Fan
(Chairman of this Committee), Mr Lau Ko Yuen, Tom and
Mr lain Ferguson Bruce. The majority of the members of this
Committee are Independent Non-Executive Directors.

Role and Function

This Committee was established to ensure there is a formal,
considered and transparent procedure for the appointment
of new Directors to the Board. The duties of this Committee
include reviewing the structure, size and composition of the
Board and, if necessary, recommending changes. It is also
responsible for identifying individuals suitably qualified to
become members of the Board and selecting, or making
recommendations to the Board on the selection of, individuals
to be nominated for directorships.

Summary of Work Done
The following is a summary of the work performed by this
Committee during the year ended 31 March 2008:

1. Review of the structure, size and composition (including
the skills, knowledge and experience) of the Board,

2. Assessment of the independence of the Independent
Non-Executive Directors; and

3. Review of the policy on nomination of Directors.

Nomination Procedure

This Committee reviews the structure, size and composition
(including skills, knowledge and experience) of the Board on
a regular basis and makes recommendations to the Board
regarding any proposed changes.

Appointments of new Directors are first considered by this
Committee. In considering the appointment of a Director,
this Committee applies criteria such as professional
and educational background, relevant experience, and
qualifications. The recommendations of this Committee
are then put to the Board for consideration and approval.
Thereafter, all Directors appointed to fill casual vacancy are
subject to election by shareholders at the first general meeting
after their appointment.

Management and the Company Secretary liaise with the newly
appointed Directors to acquaint them with their duties and
responsibilities as Directors and the business operations of the
Company. A package of orientation materials setting out their
duties and responsibilities under the Listing Rules, Companies
Ordinance, and other relevant regulatory requirements of
Hong Kong is also provided to each newly appointed Director.

Details on legal and regulatory changes are also provided to
all Directors in the discharge of their duties.

38 PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2008

REZE®

R

AZEGERHTEIHE (AZEEEXR)  28RE
4 K lain Ferguson BruceZL MK ° ANZE B & KE 10K

ERBIUIFENTES -

ABRBEE
KRIAZEGEERREZENESNAEERTHA
—EIEX BREABLABZAREZERF AZEGZ

TEREERERIEETRZIRE  ABLMAR  TR®
ERRHNENER HTAEVERERNAESR
ZAT RAERELHEBEALZHREAEEREY

THEHE
AEBEREBE_TZTEN\F=-A=+—HIEFEZIH*
BMEWNOT :

. BENESERZ
g8
2. FHEBUFATEFZBEIME R

/g NBRAERK (B - &

3. BANAREERBZIBE-

REEF

ZK*?TA*H)H‘“T§$%Z%H§ ABERAKR(BEE
Rae - MBELR) UMEMRENERNESREMR
BR-

MEZE L ZTHAZECELAER -BRESREEEH
B AZEZERFWALEXRHEES  HELR
LERERH LTRNEERRBAAEZIHEREARTRAR
Ef R MAAERERERMKZENESSAE
BEREZERZERNREAG LRBRRES

EEBRAFMESHAMEZEES  EREATSY
REFZBENETE URARZEBEE WRHR

HINERE TR ARG R EE L MEREER
FTEEFARANBAENMNEESER 2DH M -

"ﬂﬁﬁﬁﬁﬁ%%%ﬁ%ﬁ?ﬁ@ﬁﬁ
ZEEEEE -

BEENEDRE



Finance and Investment Committee

Composition

This Committee currently comprises Mr lain Ferguson Bruce
(Chairman of this Committee), Mr Mok Yat Fan, Edmond and
Mr Cheung Lee Ming, Andy.

Role and Function

This Committee is mainly responsible for making
recommendations to the Board on matters relating to investing
in assets, evaluating the budgets of all key expenditures,
reviewing financial performance against forecast, and
considering dividend payout.

Summary of Work Done
The following is a summary of the work performed by this
Committee during the year ended 31 March 2008:

1. Review and evaluation of actual-to-budget results for
the year ended 31 March 2007 and for the six months
ended 30 September 2007 (including budget of all key
expenditures);

2. Review of financial performance against forecast;

3. Discussion on changes in accounting standards which
may affect the Company's financial statements for the
year ended 31 March 2007 and for the six months ended
30 September 2007,

4. Consideration of the payment of the 2007 final dividend
and 2008 interim dividend;

5. Review of the proposal on improving the treasury and
investment yield; and

6. Review of the proposal on investment guidelines for
treasury fund.

Disclosures Committee

Composition

This Committee currently comprises Mr lain Ferguson Bruce
(Chairman of this Committee), Mr Lau Ko Yuen, Tom and Mr
Cheung Lee Ming, Andy.

Role and Function

This Committee is mainly responsible for overseeing
disclosures to shareholders, the public, and relevant statutory
authorities, and for overseeing compliance with any applicable
legal requirements for disclosure.

Summary of Work Done

The work done by this Committee during the year ended
31 March 2008 included the review of the content of
announcements relating to the annual results of the Group for
the year ended 31 March 2007, and the interim results of the
Group for the six months ended 30 September 2007.
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Executive Committee

Composition

The current members of this Committee are Mr Mok Yat Fan,
Edmond (Chairman of this Committee) and Mr Cheung Lee
Ming, Andy.

Role and Function

This Committee is mainly responsible for handling the
management and operations of the day-to-day business of the
Group.

Management Functions

The division of responsibilities between the Board and
Management are clearly set out in writing to ensure that there
is a segregation of duties with clear accountability.

The Board, under the leadership of the Chairman of the
Company, has delegated all the day-to-day operations and
management of the Company’s business to Management, who
is under the leadership of the Chief Executive Officer of the
Company. Management is required to report to the Board on
their decisions or recommendations.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
set out in Appendix 10 of the Listing Rules as its own code of
conduct regarding securities transactions by the Directors.

All Directors have confirmed, following specific enquiry by the
Company, that they complied with the required standard set
out in the Model Code during the year ended 31 March 2008.

The Company has also adopted a code of conduct governing
securities transactions by employees who are likely to be
in possession of unpublished price-sensitive information in
relation to the Group.

DIRECTORS’ RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing
the financial statements of the Group. With the assistance
of the accounts department, which is under the supervision
of the Qualified Accountant of the Company, the Directors
ensure that the financial statements of the Group are prepared
on a going concern basis and in accordance with statutory
requirements and applicable financial reporting standards.
The Directors also ensure that the financial statements of the
Group are published in a timely manner.

The statement by the external auditors of the Company
regarding their reporting responsibilities of the financial
statements of the Group is set out in the Independent
Auditor’s Report on pages 66 and 67 of this annual report.
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EXTERNAL AUDITORS

At the Company’s Annual General Meeting held on 4
September 2007, shareholders approved the re-appointment
of Deloitte Touche Tohmatsu as the Company’s external
auditors for the financial year ended 31 March 2008. Pursuant
to the requirement under the Code of Ethics for Professional
Accountants issued by the Hong Kong Institute of Certified
Public Accountants, the audit partner of the Company’s
external auditors, after having served as the Group’s audit
partner since the year ended 31 March 2001, has ceased
to act as the engagement partner after completion of the
Group’s audit for the year ended 31 March 2007 and has
been replaced by a partner who has not had any previous
involvement in the Group’s audit.

The fees paid to the external auditors for audit and non-
audit services for the year ended 31 March 2008 (and the
comparative figures for the year ended 31 March 2007) are as

follows:

51 BS B BUED

EARR —ZEZZLFNAOBRTZERREFKREG L
BRHUEBEERY HERDGFAMTRARANEE
TERENF=ZA=ZF-HLEFEZIEZEE - RIE
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tFEZAZT-BLFEZRTHR) - BARADN
BB U EERERBZEANT :

2008

—EENF
HK$’000 HK$'000
THET FHET
Audit fee BB EA 3,238 2,957

Non-audit services fees FRHREE A

Interim review fee hHIERE A 630 570
Tax services 75 BR 755 269 167
MPF audit BES R 14 21
Agreed upon procedures H At [E AR 75 36 7
949 765

The Audit Committee of the Company is responsible for
approving the remuneration and terms of engagement of the
external auditors and ensuring the continuing objectivity and
independence of the external auditors. The Audit Committee
of the Company has resolved to recommend the re-
appointment of Deloitte Touche Tohmatsu as external auditors
of the Company. This resolution has been endorsed by the
Board and is subject to final approval and authorization by the
shareholders at the 2008 Annual General Meeting.
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INTERNAL CONTROL AND RISK MANAGEMENT

Introduction

The Board acknowledges its responsibility for the Company’s
system of internal control and for reviewing its effectiveness.
In meeting its responsibility, the Board seeks to increase risk
awareness across the Company’s business operations and
has put in place policies and procedures which provide a
framework for identification and management of risks.

The Board is also committed to managing risks and monitoring
its business and financial activities in a manner which enables
it to maximize profitable business opportunities, avoid or
reduce risks which can cause loss or reputational damage,
ensure compliance with applicable laws and regulations, and

enhance resilience to external events.

Internal Control

The Company has had in place an integrated internal control
framework, issued by COSO (the Committee of Sponsoring
Organizations of the Treadway Commission) in the United
States, in complying with Code Provisions of the Listing Rules.
Internal control is defined as a process designed to provide
reasonable assurance regarding the achievement of objectives

in relation to the following:

e Effectiveness and efficiency of operations;
e Reliability of financial reporting; and
e Compliance with applicable laws and regulations.

The main characteristics of the Company’s internal control
framework are set out below:

Control Activities
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This internal control framework can be divided into five
inter-related components: control environment, risk
assessment, control activities, monitoring and information &
communication. It serves as criteria for the effectiveness of
the internal control system in supporting the achievement of
the separate but overlapping operational, financial reporting

and compliance objectives.

The Board has overall responsibility for the Company’s system
of internal control and assessment of risks. The responsibility
of day-to-day management of operational risks and the

implementation of mitigation measures lies with Management.

Management has undertaken the following checks and

balances to maintain an effective internal control system:

e A clear functional organizational structure was set
up with well-defined lines of authority, accountability
and responsibilities. Each division clearly understands

their scope of business and authorities delegated by

Management;

e A "Business Policy and Quality Management” directive
was issued by Management to address various important
aspects in enhancing prudence in managing and conducting

business as a listed company;

e A monthly reporting system on the performance of works
contracts, and actual financial performance results against
budgets to Management was well established. The Board
reviews the Company’s operation and financial performance
on a quarterly basis;

e Management reviews with each division on monthly basis
to ensure that progress payments and final payments shall
be received within a reasonable time. In parallel, accounts
department also issues a summary of overdue trade
receivable to each division regularly to assist the division
heads to chase all outstanding payments and consequently
to improve the Company cashflow position; and

e The Company is aware of controlling price-sensitive
information and its obligations under the Listing Rules.

The Board conducted a review of the effectiveness of the
Company’s internal control systems during the year ended 31
March 2008, covering all material controls, including financial,
operational and compliance controls, and risk management

functions, and considers them adequate and effective.
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Risk Management

The Company has established an enterprise risk management
framework to identify potential events that may be affecting
the Company, to manage risks within its risk appetite and
to provide reasonable assurance regarding the achievement
of the Company’s objectives. It comprises of three lines of
defence to provide Management, Audit Committee and the
Board with the confidence that the Company is managing its
risks and they are:

RISK [.B%

INESS OPERATIONS
defense B

A 4

RISK /& B

Second line of CORPORATE

defense OVERSIGHT FUNCTIONS functional oversight
BB AT EEREE A8 BRREFHE - B
RISK k&
Third line of INTERNAL /
defense EXTERNAL AUDIT
E=ENR RSNER

This enterprise risk-management framework will enable the
Company to have the following potential benefits:

e Greater likelihood of achieving business objectives;

e Higher share prices over the longer term;

e Reduction in management time spent “fire fighting”;

e Increased likelihood of change initiatives being achieved;

e More focus internally on doing the right things properly;

e Better basis for strategy setting;

e Achievement of competitive advantage;

e Fewer sudden shocks and unwelcome surprises; and

e Early mover into new business areas.

Furthermore, the Company enhanced the tender estimating
procedures to identify, control and report on major tendering
and estimating risks, including unfamiliarised countries, nature
of works, buildabilities and technical feasibilities, changes in
tender requirements, unreasonable basis of costs analysis and

insufficient information for Management determining final
tender sum.
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Risk Assessment

During the year ended 31 March 2008, Management and the
internal corporate audit department carried out the following
risk-assessment exercises for the Company’s operations
and their progress and findings are reported to the Audit
Committee of the Company quarterly:

e Setting the context of Company goals and objectives
(financial as well as non-financial) for our risk-assessment
process;

e Reviewing the Company’s key documentation policies and
procedures on strategic-management, core-business, and
resource-management processes;

e |dentifying, assessing and documenting the Company’s
high-level risks, including financial, operational and
compliance aspects;

e Performing a walkthrough check of the high-level risks
documented in the risk registers to ascertain whether the
control design was effective in addressing the respective
risk;

e Identifying and documenting any deviations from the
enterprise risk-management framework and providing
potential improvement opportunities for any inconsistencies
or gaps;

e Conducting technical field audit to help in locating lacunae
and deficiencies in site organisation structure and contract
management aspects; and

e Preparing an annual risk-based internal audit plan which
details the internal auditing works for the next fiscal year.

Internal Audit

The independent internal corporate audit department
monitors compliance with management policies and
procedures and with regulatory requirements, and conducts
testings on the effectiveness of internal control measures.
The head of the internal corporate audit department reports
directly to the Audit Committee of the Company on audit and
internal control matters. A full set of internal audit reports
will also be provided to the external auditors.

The majority of key operational controls have been tested
for their effectiveness by the internal corporate audit
department and a review of the internal control system will
be performed at least annually. The testing determines the
extent to which operational procedures and controls are
being properly followed and implemented in the Company.
Based on the results of the tests, division heads are able to
prove to Management that internal controls are working as
intended or that necessary corrections have been made where
control weaknesses were found. Management has adopted
all the recommendations and established clear timelines
for implementation. Progress will be reported to the Audit
Committee of the Company and the Board on quarterly basis.
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Using risk-assessment methodology and taking into account
the dynamics of the Company’s activities,
corporate audit department delivers its annual audit plan for

the internal

next fiscal year which is approved by the Audit Committee of
the Company. Under the approved Internal Corporate Audit
Charter by the Board, the internal corporate audit department
has unrestricted access to information and complete freedom
to draw independent conclusions in their audit.

Any significant internal audit findings are discussed with
respective division heads to have actions agreed and
subsequently followed up, in order to ensure that the risks are
mitigated. Whilst the enterprise risk-management framework
is designed to identify and manage risks that could adversely
impact the achievement of the Company’s business objectives,
they do not provide absolute assurance against misstatement,
errors, losses or fraud.

Investor relations and shareholder rights

In order to enhance shareholder and investor understanding
of the Group’s business, the Company has established several
communication channels with shareholders and investors,
including (i) printed copies of corporate documents (including
but not limited to annual reports, interim reports, circulars,
announcements, media releases, and notices of shareholder
meetings); (ii) general meetings where shareholders can
offer comments and exchange views with the Board; (iii) the
Company's website: www.pyengineering.com; and (iv) the
Company’s share registrar with whom shareholders register
their shares.

Shareholders are encouraged to attend all general meetings of
the Company, where the Chairman of the Company, Directors,
and the external auditors are available to answer questions
on the Group’s businesses. In order to conduct the general
meetings in a transparent manner, it has been the Company’s
practice since 2005 to conduct poll voting at general meetings
with each share entitled to one vote. Separate resolutions are
proposed for each substantive issue, including the election of

individual Director.

The last shareholders’
special general meeting held on 29 May 2008. The major
item discussed was approval of adjustment of annual caps
for continuing connected transactions with PYl Corporation
Limited and 100% of the votes cast were in favour of this
resolution.

meeting of the Company was the

The results of the voting by poll have been
published on the websites of the Company and the Hong
Kong Stock Exchange.

Details of the interests of Directors and substantial
shareholders in the shares of the Company are shown on
pages 51 and 63 of this annual report.
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OTHER CORPORATE INFORMATION

Memorandum and Articles of Association

Hit AREH
AEER AR MR

There were no changes to the Company’s memorandum and HE_ZZN\F=A=+—HILEFEARN TAFHEHE

articles of association during the year ended 31 March 2008.

Key Corporate Dates

Events

=15

Announcement of 2008 interim results
DT NFHREES

Closure of register of members

EERERRELTFE

Payment of 2008 interim dividend

KT 2T N\FERERE

Announcement of 2008 annual results

DTS NFLFEE

2008 annual general meeting

—TENFRERBFEKRE

Closure of register of members

TiEMmBERRELFE

Payment of 2008 final dividend

R T NEREKRE

BAMEAEIEEmEE -

NEEERH

Dates

=R

14 December 2007
—EE+F+ZA+MA

7 to 9 January 2008
ZEZNFE-ALRE_ZZN\F-ANA
4 February 2008

—TENFZAMA

18 July 2008

—ZEZENFLA+T/H

4 September 2008

—ZETNFNLAMA

17 to 19 September 2008
ZEEZNFAATERBEZZZNF LA +IAE
17 October 2008

—ZEZNEFE+ATLEH

Public Float Capitalisation

The public float capitalisation of the Company was
approximately HK$199 million on 31 March 2008,
approximately HK$181 million on the date of this report.

By order of the Board

Mui Ching Hung, Joanna
Company Secretary

Hong Kong, 18 July 2008
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Directors’ Report EERHRES

The directors present their annual report and the audited
consolidated financial statements of Paul Y. Engineering Group
Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 March
2008.

PRINCIPAL ACTIVITIES
The Company is an investment holding company.
The activities of its principal subsidiaries, associates and jointly

controlled entity at 31 March 2008 are set out in note 43 to
the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group and appropriations of the Company
March 2008 are set out in the
consolidated income statement on page 68 of the annual

for the year ended 31

report and in the accompanying notes to the consolidated

financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 March 2008, the five largest customers
and the single largest customer of the Group accounted for
approximately 73% and 21% of the turnover of the Group,
respectively. The aggregate purchases attributable to the five
largest suppliers of the Group during the year were less than
30% of the purchases of the Group.

As far as the Directors are aware, none of the Directors, their
associates, within the meaning of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Hong Kong Stock Exchange”) (the “Listing
Rules”), or those shareholders which to the knowledge of the
directors own more than 5% of the Company’s share capital
have an interest in any of the five largest customers of the
Group for the year ended 31 March 2008.
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LIQUIDITY AND CAPITAL RESOURCES

The Group currently maintains a variety of credit facilities to
meet its working capital requirements. At 31 March 2008,
the Group’s total borrowings amounted to approximately
HK$203,662,000 with approximately HK$197,715,000
approximately HK$1,551,000
repayable between one to two years and approximately
Cash,
bank balances and deposits at 31 March 2008 amounted to

repayable within one year,

HK$4,396,000 repayable between two to five years.

approximately HK$469,482,000. The Group’s current ratio was
approximately 1.2 and the Group’s total borrowings to equity
ratio was approximately 0.4 at 31 March 2008.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group spent approximately HK$8,500,000
on property, plant and equipment to expand and upgrade its
operating capacity.

Details of these and other movements in the property, plant
and equipment of the Group during the year are set out in
note 16 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the issued share capital of the
Company during the year are set out in note 34 to the
consolidated financial statements.

SHARE OPTIONS

Particulars of the share option schemes and details of
movements in the share options of the Company and its
holding company during the year are set out in note 35 to the
consolidated financial statements.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company’s reserves available for distribution to
shareholders as at 31 March 2008 comprised the accumulated
profits of HK$85,784,000 (2007: HK$48,176,000).
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Directors’ Report EERFHEE

DIRECTORS

The directors of the Company during the year and up to the
date of this report were:

Independent Non-Executive Directors
James Chiu, OBE, JP (Chairman)

Lee Chack Fan, SBS, JP

lain Ferguson Bruce

Non-Executive Director
Lau Ko Yuen, Tom (Deputy Chairman)

Executive Directors
Mok Yat Fan, Edmond
(Chief Executive Officer)

Cheung Lee Ming, Andy (appointed on 18

(Chief Financial Officer) July 2008)
Lee Hon Chiu (resigned on 1 May
2008)

In accordance with Bye-law 86(2) of the Company’s Bye-
laws, Mr Cheung Lee Ming, Andy retires at the forthcoming
annual general meeting. In addition, in accordance with Bye-
laws 87(1) and 87(2) of the Company's Bye-laws, Mr Lau
Ko Yuen, Tom and Mr lain Ferguson Bruce retire by rotation
at the forthcoming annual general meeting. All retiring
directors, being eligible, offer themselves for re-election at
the forthcoming annual general meeting.

Non-executive directors are appointed for a specific term of
approximately three years, and they are subject to retirement
by rotation under the Company’s Bye-laws.

DIRECTORS’ SERVICE CONTRACTS

None of the directors proposed for re-election at the
forthcoming annual general meeting has a service contract
with the Group which is not determinable by the Group
within one year without payment of compensation, other than
statutory compensation.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES

At 31 March 2008, the interests and short positions of the
directors and chief executives of the Company in the shares,
underlying shares and debentures of the Company or any
associated corporation (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")), as recorded
in the register of the Company required to be kept under Section 352
of the SFO or as otherwise notified to the Company and the
Hong Kong Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) in the Listing Rules were as follows:

(@) Interests in shares and underlying shares of the
Company

EERNRG - ARARORESFZBEERKA

RZZBZENF=ZA=+—H ARAEFREETH
ABRARAFAEBEEE (EEREHLPE KD
(TFFEHEERMN]) E+HE) 2 BERD RE
FHRBERBEESRBERIFEIS2HEEFENAAA
Frfmz#EDzARe  IRBELTRANZ EHRFE
FETEFRXZDZRETR(RETA) MARTH
BRRARNEBMRIAZESERARWT

(a) REQABRDRAEABRG S

Number of underlying

shares (in respect of the Approximate

Number of share options (unlisted percentage of

shares of the equity derivatives)) shareholding of

Name of director Capacity Long position Company held of the Company held Total the Company
AR REBR D

i ESX NG| (ERBRECGELT EARDFRE

EEpR L) #e RO BE RASTETR)) 8B @t ZEABAY

James Chiu Beneficial owner  Long position - 500,000 (note i) 500,000 0.08%
izl 2y EmBEAA HE (Wit

Lau Ko Yuen, Tom Beneficial owner  Long position - 500,000 (note i) 500,000 0.08%
fER EmBEAA HE (H1iti)

Mok Yat Fan, Edmond  Beneficial owner  Long position - 3,714,000 (note ii) 3,714,000 0.62%
- EmBEAA HE (W1 5ii)

Lee Hon Chiu Beneficial owner  Long position - 1,500,000 (note iii) 1,500,000 0.25%
ZEH EmBEAA HE (Hi 3£ i)

Lee Chack Fan Beneficial owner  Long position - 500,000 (note i) 500,000 0.08%
FREH EnBEEAA HE (H1iti)

lain Ferguson Bruce Beneficial owner  Long position 706,271 500,000 (note i) 1,206,271 0.20%

Ealis A g

(Hriti)
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

(a)

52

Interests in shares and underlying shares of the

Company (continued)

Notes:

)

(i)

(iii)

The share options were granted to Ir James Chiu, Mr Lau Ko
Yuen, Tom, Professor Lee Chack Fan and Mr lain Ferguson Bruce
on 8 June 2007 under the share option scheme of the Company
adopted on 7 September 2005 (“Share Option Scheme”) and
entitle each of them to subscribe for 500,000 shares upon
exercise at an exercise price of HK$1.36 per share exercisable
during the period from 1 July 2007 to 30 June 2009.

The share options were granted to Mr Mok Yat Fan, Edmond on
13 July 2006 under the Share Option Scheme and entitle him
to subscribe for a total of 3,714,000 shares upon exercise at
an exercise price of HK$1.00 per share (as to 214,000 options
exercisable during the period from 13 July 2006 to 12 July
2008, as to 1,500,000 options exercisable during the period
from 13 July 2007 to 12 July 2009 and as to 2,000,000 options
exercisable during the period from 13 July 2008 to 12 July
2009).

The share options were granted to Mr Lee Hon Chiu on 3
February 2006 under the Share Option Scheme and entitle
him to subscribe for a total of 1,500,000 shares upon exercise
at the exercise prices of HK$0.70 (as to 500,000 options
exercisable during the period from 3 February 2006 to 6
September 2015), HK$0.85 (as to 500,000 options exercisable
during the period from 1 January 2007 to 6 September 2015)
and HK$1.00 (as to 500,000 options exercisable during the
period from 1 January 2008 to 6 September 2015) per share.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

ESERKR0 - AEROKREZZEERAXR
(%)

(b) Interests in shares and underlying shares of PYI (b) RREZEZEEERAT([PYI) 2RAREER®G 2
Corporation Limited (“PYI”) e
Number of underlying
shares (in respect
of the share options Approximate
Number of (unlisted equity percentage of
shares of derivatives)) shareholding
Name of director Capacity Long position PYI held of PYI held Total of PYI
FiEPYIHER G
FrEEPYI (FEBREGELD {EPYIR &
Exps &7 #E BRHEAE RAFTEIR)) &8 @ ZBHNBEAL
Lau Ko Yuen, Tom Beneficial owner  Long position 4,745,825 33,900,000 (note i) 38,645,825 2.56%
2eR ExBEAA HE (Hiiti)
Mok Yat Fan, Edmond Beneficial owner  Long position 300,000 3,000,000 (note i) 3,300,000 0.22%
-1 ExBEAA HE (Htiti)
Notes Hia -

(if)

The share options were granted to Mr Lau Ko Yuen, Tom
pursuant to the share option scheme of PYl adopted on 27
August 2002 (“PYIl Share Option Scheme”). The said share
options comprised (i) 13,000,000 options granted to him on
28 December 2004 which entitle him to subscribe for a total
of 13,000,000 shares upon exercise at the exercise prices
of HK$1.24 (as to 6,500,000 options) and HK$1.50 (as to
6,500,000 options) per share exercisable during the period
from 28 December 2004 to 26 August 2012; (ii) 9,200,000
options granted to him on 8 September 2006 which entitle him
to subscribe for a total of 9,200,000 shares upon exercise at an
exercise price of HK$2.48 per share (as to 4,600,000 options
exercisable during the period from 8 September 2007 to 7
September 2008 and as to 4,600,000 options exercisable during
the period from 8 September 2008 to 7 September 2009);
and (iii) 11,700,000 options granted to him on 18 September
2007 which entitle him to subscribe for a total of 11,700,000
shares upon exercise at an exercise price of HK$3.546 per share
(as to 3,900,000 options exercisable during the period from
18 September 2007 to 17 September 2008, as to 3,900,000
options exercisable during the period from 18 September 2008
to 17 September 2009 and as to 3,900,000 options exercisable
during the period from 18 September 2009 to 17 September
2010).

The share options were granted to Mr Mok Yat Fan, Edmond
on 8 September 2006 under the PYI Share Option Scheme
and entitle him to subscribe for a total of 3,000,000 shares
upon exercise at an exercise price of HK$2.43 per share (as to
1,500,000 options exercisable during the period from 1 August
2007 to 31 July 2008 and as to 1,500,000 options exercisable
during the period from 1 August 2008 to 31 July 2009).

(i) ZESEBREIRBPYIR-_ZZ_FN \A-+ttARHKZE
RETE(TPYIERESE B TS REE - FERESR
#&(i) 13,000,000 R _ZTZTWHF+ A+ NBRFRZ
BEARHE - RN R E £13,000,000 1% AR -_ZEMMF
+ A+ NBE-ZET——FNAZ+AABHBEKRTERE
T R1.24% 7T ( 2 F16,500,0001 B8 A% 1) K2 1.507% 7T ( EEP
6,500,00017 & A% #) 77 {E ¢ (i) 9,200,000 & A% # 7
ZREANANBRTRZERE RERR ﬁ%i@zooooo
BBt 1TEE AT R, 4&%7‘5 H 14,600,000 i A% 4
AR-ZZET+ENANBE_ZEN\FNAALAPHETER
4,600, oooi\ﬁ%Hﬂfé‘fﬁAfgg/\$nﬂ)\Elfggnin
A+ BERITE - K&ii) 11,700,000 R =_ZTZT+F A+
BEFHEERE  RERRE£11,700,000 8% - 1714
BAEM3.546/8 L H 3,900,000 BRETN =+
FRATNBE-TZNFAA++AHEITE © 3,900,000
DEREIR-_ZZENFAA+NAZE-ETAFNATL
B E#RMATE - 23,900,000 BREARAZTAFHLA+TN
AE-_Z—ZFNA+EHHHEITE-

(i) ZEBREDREPYIBREAIN_FTRFAANBRT
B—fl%kd  WRERRBIES 3,000,000 K% ITEER
BRR2.438 T - HH1,500,0000 EREATR _ZTLFNA
—BE-_TTN\FLA=+—BHHETE - &1,500,0001)
BEAR-—ZFENFNA-—HE_ZTTAFLA=+—HH
T -

REZXEEERLQT 20085 % 53



Directors’ Report EERREE

DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES (continued)

(b) Interests in shares and underlying shares of PYI
Corporation Limited (“PYI"”) (continued)

PYI, the ultimate holding company of the Company, is an
associated corporation, within the meaning of Part XV of
the SFO, of the Company.

Save as disclosed above, at 31 March 2008, none of the
directors or chief executives of the Company had any interest
or short positions in the shares, underlying shares and
debentures of the Company or any associated corporation
(within the meaning of Part XV of the SFO) as recorded in the
register of the Company required to be kept under Section
352 of the SFO or as otherwise notified to the Company and
the Hong Kong Stock Exchange pursuant to the Model Code.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

(@) The Company
i) Share option scheme

BEROIESF 2LH

(@) &AFH
i) BBREFE

Details of movements in the share options of the
Company granted under the share option scheme of
the Company adopted on 7 September 2005 during

the year are as follows:

FRREAAAR-_EERFNALERM
2 0 16 5 B 2 A 8 B RO 2 )

™

Number of shares of the Company
to be issued upon exercise of the share options
RORBREAATFRI2AAARAHE

Exercise  Outstanding Granted  Exercised Lapsed Outstanding
Name/Capacity price at during during during at
of eligible person Date of grant Vesting date Exercise period per share 1.4.2007 theyear  theyear  theyear  31.3.2008
R=B2LE R=BEN\E
A-H =B=t-H
RERALES/ 56 RHAM GEAH %8 BRTEE AT ERELH  FAAR  FRAN AT
HK$
AT
Director
6
James Chiu 8.6.2007 1.7.2007  1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
BHEE
Lau Ko Yuen, Tom 8.6.2007 172007 1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
L=
Mok Yat Fan, Edmond 13.7.2006 13.7.2006  13.7.2006 - 12.7.2008 1.00 1,500,000 - (1,286,000 - 214,000
-1 13.7.2006 13.7.2007  13.7.2007 - 12.7.2009 1,00 1,500,000 - - - 1,500,000
13.7.2006 13.7.2008  13.7.2008 - 12.7.2009 1.00 2,000,000 - - - 2,000,000
Lee Chack Fan 8.6.2007 1.7.2007  1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
FER
lain Ferguson Bruce 8.6.2007 1.7.2007  1.7.2007 - 30.6.2009 1.36 - 500,000 - - 500,000
Lee Hon Chiu ¥ 3.2.2006 3.2.2006 3.2.2006 - 6.9.2015 0.70 500,000 - - - 500,000
TR 3.2.2006 1.1.2007 1.1.2007 - 6.9.2015 0.85 500,000 - - - 500,000
3.2.2006 1.1.2008 1.1.2008 - 6.9.2015 1.00 500,000 - - - 500,000
Employees 3.2.2006 322006 3.2.2006-6.9.2015 0.70 1,000,000 - (1,000,000) - -
E& 3.2.2006 112007 1.1.2007 - 6.9.2015 085 1,000,000 - (1,000,000) - -
3.2.2006 1.1.2008 1.1.2008 - 6.9.2015 1.00 1,000,000 - - (1,000,000) -
9.2.2006 9.2.2008 9.2.2008 - 8.2.2009 0.90 5,600,000 - - (2,800,000 2,800,000
13.7.2006 13.7.2007  13.7.2007 - 12.7.2009 1.00 1,500,000 - - (1,500,000) -
30.5.2007 1.7.2007  1.7.2007 - 30.6.2008 34 - 1,500,000 - - 1,500,000
30.5.2007 1.7.2008  1.7.2008 - 30.6.2009 34 - 1,500,000 - - 1,500,000
30.5.2007 92.2008  9.2.2008 - 8.2.2009 34 - 10,600,000 - (1,100,000) 9,500,000
28.12.2007 1.9.2008  1.9.2008 - 31.8.2009 40 - 600,000 - - 600,000
Other participants 30.5.2007 9.2.2008 9.2.2008 - 8.2.2009 134 - 2,400,000 - (600,000 1,800,000
AEfppmg 28.12.2007 1.6.2008  1.6.2008 - 31.5.2009 1.40 - 1,000,000 - - 1,000,000
16,600,000 19,600,000 (3,286,000) (7,000,000) 25,914,000

* Resigned as director on 1 May 2008.

* R-ZENFAA-—ABEES-
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES (continued)

(a) The Company (continued)

56

)

if)

Share option scheme (continued)
No share options of the Company were cancelled
during the year.

The closing prices of the Company’s shares on the
trading days immediately before 30 May 2007, 8 June
2007, and 28 December 2007 being the dates on
which the share options were granted during the year,
were HK$1.33, HK$1.33 and HK$1.36 respectively.

In respect of the 3,286,000 share options exercised
during the year, the weighted average closing price of
the Company’s shares immediately before the dates
on which such options were exercised was HK$1.31.

Particular of share option scheme of the Company are set
out in note 35 to the consolidated financial statements.

Share award scheme

This scheme, which was adopted by the Company
on 6 September 2006, allows the Company to
make bonus payments to eligible persons (including
employees, directors, consultants, advisers and
agents of the Group) by way of the Company’s shares
acquired by and held through an independent trustee
until fulfilment of specified conditions before vesting.

During the year, a total of 515,000 shares of the
Company were awarded to 46 employees under
this scheme. These shares were held by the trustee,
BOCI-Prudential Trustee Limited until they are
vested. A total of 240,000 shares were vested
during the year.

None of the directors of the Company were awarded
any of the Company’s shares under this share award
scheme during the year or at 31 March 2008.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES (continued)

(a) The Company (continued)

iii)

Share financing plan

This plan, which was adopted by the Company on 6
September 2006, allows eligible persons (including
employees, directors, consultants, advisers and
agents of the Group) to borrow funds from the
Company or from a company within the Group to
acquire new or old shares of the Company on a
non-recourse basis with the subject shares pledged
to the Company as security subject always to
connected transaction and other relevant provisions

under the Listing Rules.

None of the directors of the Company acquired any
of the Company’s shares under this share financing
plan during the year or at 31 March 2008.

BEROIES 225 (H)

(a) F27 (&)

i) B 17 A A
ARBARZEZRFAARNBRAZFER
HEEBAL(BRAKEZERE BF H
M HAARREA) AARRRHAEEA—
BARERNEEREEEBEAQRTE
Bt MUt F R ANE T AR QR ER R
mo MATE ELTHRNEHEBER S REAM
HEEXZRE -

FAFIRZZZENF=ZA=Z+T—08 #HEX
RRAEFERBEEEOBEFEHBEELFNAL
A
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ARRANGEMENTS TO PURCHASE SHARES OR BEROSIESFZ2TH (F)
DEBENTURES (continued)
(b) PYI (b) PYI
) Share option scheme ) BEREE
Details of movements in the share options of PYI FARXRBESREPYIRZ_ZZE_F/\A
granted under the share option scheme of PYI “tHERRAZERER BIER ZPYIERE
adopted on 27 August 2002 to the directors of the ZEBHBNOT

Company during the year are as follows:

Number of shares of PYI to be issued upon
exercise of the share options

RTEBREMS FRTZPYIRBEE
Exercise Outstanding Granted Exercised Outstanding
price at during during at
Name of director Date of grant  Vesting date Exercise period  per share 1.4.2007 the year the year 31.3.2008
RZ22tE RZ2ENF
mA-H =A=t-H
Espg RAAH BEAY T BROKE i RATE FRE FRfTE e
HK$
BT
Lau Ko Yuen, Tom 28.12.2004 28.12.2004  28.12.2004 - 26.8.2012 1.24 6,500,000 - - 6,500,000
2aR 28.12.2004 28.12.2004  28.12.2004 - 26.8.2012 1.50 6,500,000 - - 6,500,000
8.9.2006 8.9.2006 8.9.2006 - 7.9.2007 248 4,600,000 - (4,600,000) -
8.9.2006 8.9.2007 8.9.2007 - 7.9.2008 2.48 4,600,000 - - 4,600,000
8.9.2006 8.9.2008 8.9.2008 - 7.9.2009 2.48 4,600,000 - - 4,600,000
18.9.2007 18.9.2007 18.9.2007 - 17.9.2008 3.546 - 3,900,000 - 3,900,000
18.9.2007 18.9.2008 18.9.2008 - 17.9.2009 3.546 - 3,900,000 - 3,900,000
18.9.2007 18.9.2009 18.9.2009 - 17.9.2010 3.546 - 3,900,000 - 3,900,000
Mok Yat Fan, Edmond 8.9.2006 8.9.2006 8.9.2006 - 7.9.2007 243 500,000 - (500,000) -
51 8.9.2006 1.8.2007 1.8.2007 - 31.7.2008 243 1,500,000 - - 1,500,000
8.9.2006 1.8.2008 1.8.2008 - 31.7.2009 243 1,500,000 - - 1,500,000

30,300,000 11,700,000  (5,100,000) 36,900,000

No share options of PYI granted to the above directors of the  FALMEZERZPYIBRBHBEHIRR -

Company were cancelled or lapsed during the year.

Particulars of share option scheme of PYI are set out in note  PYIBRMEF BFIEHNRE M B HMRM T3S
35 to the consolidated financial statements.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES (continued)

(b) PYI (continued)

if)

ifi)

Share award scheme

This scheme, which was adopted by PYl on 23
February 2006, allows PYI to make bonus payments
to eligible persons (including employees, directors,
consultants, advisers and agents of PYl and its
subsidiaries (“PYl Group”)) by way of PYl's shares
acquired by and held through an independent
trustee until fulfilment of specified conditions before

vesting.

None of the directors of the Company were awarded
any of PYl's shares under this share award scheme
during the year or at 31 March 2008.

Share financing plan

This plan, which was adopted by PYI on 14 February
2006, allows eligible persons (including employees,
directors, consultants, advisers and agents of the
PYl Group) to borrow funds from PYIl or from a
company within the PYI Group to acquire new or old
PYl's shares on a non-recourse basis with the subject
shares pledged to PYI as security subject always to
connected transaction and other relevant provisions

under the Listing Rules.

None of the directors of the Company acquired
any of PYl's shares under this share financing plan
during the year or at 31 March 2008.

Save as disclosed herein, at no time during the year was the

Company or any of its subsidiaries or holding company or

any subsidiaries of the Company’'s holding company, a party

to any arrangements to enable the directors of the Company

to acquire benefits by means of the acquisition of shares in,

or debt securities including debentures of, the Company or

any other body corporate, and none of the directors, chief

executives or their spouse or children under the age of 18,

had any right to subscribe for securities of the Company, or

had exercised any such rights during the year.

BEROIES 2L (K)

(b) PYI(&)
i) AR EEEE
BREBEPYIR - ZEZEANF_A-_+=ZHHEHZ

B 2B AT El - PYIR] M A BB AT (BIEPYI
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B AARKRIEA) APYIZ B 89 7% 30K
BREAL HWEROHBH -BBIZTEABA
RS EEERENGEBREERAL

FAIR_FZNF=ZA=+—H #HELRQ
A& F R B UL A SRR ET B ERAEMPY IR D

i) R EEEE
PYIRZZEZRF-_ATHBERAZFERTH
BERALT(BEPVIEEZRERE -EF - B
B BAARKEAN) MPYISPYISEEA—fHE

NABRAEERBEEBEPYINERD -
it E/RMAERFPYHWEAEMR AR
AEFMARBBEBTAHBBAER S KHMHEAK
X ZHE °

FAXRZFTZNF=ZA=+—8  #HEELR
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

None of the directors of the Company is interested in any
business apart from the Group’s businesses which competes
or is likely to compete, either directly or indirectly, with the
businesses of the Group during the year or at 31 March 2008.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

Save as disclosed under the section headed “Connected
Transactions” below, no contracts of significance to which
the Company or any of its holding companies or fellow
subsidiaries or subsidiaries was a party and in which a director
of the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any time
during the year.

CONTINUING CONNECTED TRANSACTIONS

On 1 March 2007, the Company and PYI entered into
conditionally a business services agreement (“Business Services
Agreement”) for the period from 1 April 2007 to 31 March
2010 with the annual cap amounts of HK$60 million, HK$80
million and HK$100 million for the financial years ended/
ending 31 March 2008, 2009 and 2010 respectively. The
entering into of the Business Services Agreement constituted
a continuing connected transaction for the Company under
Chapter 14A of the Listing Rules. Details of which were set
the out in the circular of the Company dated 15 March 2007
(the “Circular”).

During the year, the Group entered into the following
transaction with a subsidiary of PYI, which constituted
“continuing connected transactions” or “connected
transactions” under the Listing Rules. Details of such

transaction are as follows:

ESNBRBFRER RS

F “ZTN\FE=ZA=+—B MTFAEEE
B ARREFRERAEEESERNMEERRF S
DEZ 128 S ASUES LN F 3 Fopeq0l £

ESRERGHNzESR

BRTXHEXS ]| —HREEN  FARSEEFEAR
A E AR R AR SRR R KB QR M E R RRAE
EHEEARFAEAREI I 2EZA 0T MEERR
MEERE RN -

BFERERS

ZEELF=ZR—H ARARHEPYIRBIEHTLER
RBHE((XEREHE]) FHRA_ZTZLFWA
—AE-FT—TF=ZFA=F+—H BE-_TZTNF-
—EENEFER T ZEF A=+ —HLEWRFEZ
FE F R % 5 A60,000,000/% JT * 80,000,000/ 7T &
100,000,000 JT ° 5] 37 7% 5 165 AR 75 16 & 1% 5K £ 717 48 Bl
BEUATETARAZHBEBRER S - RHFBHRA
RAIAMAZSZSLF-A+THEAZBEK([EEK]) -

FR-AEHEPYIET -—RNBLARETTINRSE
FRARAETZIHEBERZ X BERXZ] - BH
RBZFFEBEMT

Name of party Nature of transaction Amount
XBHER XEMHE B
HK$°000

THERT

PYI Xingdong Properties (Jiangsu) Project management fees charged by the Group 1,689

Limited (“PYIl Xingdong”)
REBBEE (L&) BRAA
(MMREFEHERE])

AEBEWHRIER EHEE
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CONTINUING CONNECTED TRANSACTIONS
(continued)

PYl Xingdong is an associate, within the meaning of the
Listing Rules, of PYI, a substantial shareholder of the
Company. Mr Lau Ko Yuen, Tom, a director of the Company is
also a director of PYL.

Pursuant to Rule 14A.38 of the Listing Rules, the board
of directors of the Company engaged the auditor of the
Company to perform certain agreed upon procedures in
respect of the continuing connected transactions of the
Group in accordance with the Hong Kong Standard on
Related Services 4400 “Engagements to Perform Agreed-Upon
Procedures Regarding Financial Information” issued by the
Hong Kong Institute of Certified Public Accountants, to assist
the independent non-executive directors of the Company to
evaluate whether such transactions:

(i) have received the approval of the board of directors of
the Company;

(i) have been entered into in accordance with the
pricing policies of the Group with reference to similar

transactions with independent third parties;

(ili) have been entered into in accordance with the terms of
the relevant agreement governing such transactions; and

(iv) have not exceeded the relevant cap amount for the year
ended 31 March 2008 as set out in the Circular.

FEBEXRS (&)

REERA ETRAUNMRAT AR ETEREPYIZHE
AR ARBIEFRSRIALENABPYIZES -

BEMHRBAEI4AZBKZRTE  ARRIEERZEAR
RACEMRAEE 2 HERERZEREEGHAA
BRMZBBEERBEREL400F [ XBETETE
MU BERZHERFIETETREREFAB AR
ABEYFATEZIMISIES ¢

() ERIARFEERZHE

b

(i) ERAEEZEBRRETLLEZRBIE
ZHEURS

7

(i) ERERUFRZZEBHRIGIET &

(iv) TERIIERBHNBEE_ZZTNF=A=1+—H
LFEZBBELR -
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CONTINUING CONNECTED TRANSACTIONS
(continued)

The auditor of the Company have reported their factual
findings on these procedures to the board of directors of the
Company. The independent non-executive directors of the
Company, have reviewed and confirmed that the continuing
connected transactions as set out above have been entered into:

(i) in the ordinary and usual course of the business of the Group;

(i) either on normal commercial terms or on terms no less
favourable to the Company than terms available from
independent third parties; and

(iii) in accordance with the relevant agreements governing
them on terms that are fair and reasonable and in the
interests of the shareholders of the Company, as a whole.

CONNECTED TRANSACTIONS

On 9 June 2007, the Group had entered into an acquisition
agreement with Starford Investors Limited (”Starford”) to
acquire the entire issued share capital of, and shareholder’s
loans to, PY Property Consultants Limited (formerly known as
Fexon Property Consultants Limited), PY (Asia Pacific) Limited
(formerly known as China Land (Asia Pacific) Limited) and
PY Investments (Samoa) Limited (formerly known as Fexon
Investments Limited) from Starford for a total consideration
of HK$2,700,000, subject to adjustments (“Acquisition”).
Starford is wholly owned by Mr Lee Tsung Hei, David
Chris (“Mr Lee"”) who would become a director of certain
subsidiaries of the Company pursuant to an employment
contract dated 9 June 2007 entered into between the Group
and Mr Lee. Accordingly, the Acquisition constituted a
connected transaction for the Company under Chapter 14A of
the Listing Rules. Details of the Acquisition were set out in an
announcement of the Company dated 12 June 2007.
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INTERESTS AND SHORT POSITIONS OF BREEZRHERG E336KFE 2=
SUBSTANTIAL SHAREHOLDERS/OTHER ke T ERR HE AT ZRERXR
PERSONS RECORDED IN THE REGISTER KEPT

UNDER SECTION 336 OF THE SFO

At 31 March 2008, so far as is known to the directors and RZZEZENF=ZA=+—H BARAESFTRETETHK
the chief executives of the Company, the interests and short ~ ABFH - BIEELFRPEKEIE3I6HKEEEZART
positions of the substantial shareholders/other persons in the  ZERMALHEZTIERE HMATRART 2 KN R
shares and underlying shares of the Company as recorded in  HEBRMPZEFZIARWT ¢

the register of the Company required to be kept under Section

336 of the SFO were as follows:

(1) Interests of substantial shareholders in the shares of 1) TERRRADTIRMBZERS
the Company

Approximate

Number of percentage of
shares of the shareholding
Name of shareholder Capacity Long position Company held  of the Company
g% N A RD AR E
BRR AR 5% #a BH#A ZHRNED
PYI Interest of controlled Long position 375,826,317 62.92%
corporation (Note) 5=
WREHER 2 #a3 (H:7)
PYI Treasury Group Limited (“PYIT") Interest of controlled Long position 375,826,317 62.92%
corporation (Note) e
REEHER 2 s (M)
Growing Success Limited (“Growing Interest of controlled Long position 375,826,317 62.92%
Success”) corporation (Note) e
RREHEE 2 #% (Wit)
Paul Y. Investments Limited (“PYIL") Beneficial owner (Note) Long position 375,826,317 62.92%
EmEAA ) HE
CIM Dividend Fund Limited Investment manager Long position 61,347,869 10.27%
RELRE HE
Note: Mt -
PYIL is a wholly-owned subsidiary of Growing Success which is in turn PYILAGrowing Successz 2 & Wi B 22 7] © M Growing Successfl

a wholly-owned subsidiary of PYIT. PYIT is a wholly-owned subsidiary RBPYITZ 2 B W B 2 7 PYITRPYIZ &2 E M B 2 @ ° Growing
of PYI. Growing Success, PYIT and PY!| are deemed to be interested in Success * PYIT PYI #i8 ARPYILEA 2 AR AR MO R #EA S -
the shares in the Company held by PYIL.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS/OTHER
PERSONS RECORDED IN THE REGISTER KEPT
UNDER SECTION 336 OF THE SFO (continued)

(2) Interests of other persons in shares and underlying
shares of the Company

BERSRBERAEB6HRFEZ2ETH
At T ERR HitA LT ZEBERAXA

(%)

(2) HMATRE2AROGREABRG 2#ESE

Number of
underlying Approximate
Number of shares (unlisted percentage of
shares of the equity derivatives) shareholding of
Name of person Capacity Long position Company held of the Company held Total the Company
g =¥ N BEAT
A RAH HERGGELS IR 7
HitATE /B8 5% 395 RAEE RAFTETE)#A BE zENEIH
Mr Daniel Saul Och Interest of controlled  Long position 32,456,541 9,398,607 41,855,148 7.01%
corporation (Note) ##&
REEHEE 2 #5
(Fit)
Och-Ziff Capital Interest of controlled  Long position 32,456,541 9,398,607 41,855,148 7.01%
Management Group corporation (Note) &
LLC ("Och-ziff Capital”) AZEGEE 2R
(Hit)
0Z Management, L.P. Investment manager  Long position 32,456,541 9,398,607 41,855,148 7.01%
("0Z Management") (Note) e
RERE (Hi2)
0Z Master Fund, Ltd Beneficial owner Long position 31,649,245 6,814,849 38,464,094 6.44%
("0Z Master") (Note)
ERBERAMZ) HE
Platinum Global Dividend Investment manager  Long position 36,000,000 - 36,000,000 6.03%

Fund Limited REER e

Note: OZ Master was a fund managed by OZ Management. Och-Ziff
Holding Corporation (“Och-Ziff Holding”) was the sole general
partner of OZ Management, and Och-Ziff Capital was in turn
the sole shareholder of Och-Ziff Holding. Mr Daniel Saul Och
controlled approximately 79.1% of the voting power at general
meetings of Och-Ziff Capital. OZ Management, OZ Holding,
Och-Ziff Capital and Mr Daniel Saul Och were deemed to be
interested in the shares of the Company held by OZ Master and
other funds under the SFO.

Save as disclosed above, at 31 March 2008, the Company has
not been notified of any interests or short positions in the
shares and underlying shares of the Company as recorded in
the register of the Company required to be kept under Section
336 of the SFO.
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RETIREMENT BENEFIT SCHEMES

Information on the Group's retirement benefit schemes is set
out in note 38 to the consolidated financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

CORPORATE GOVERNANCE

The Company has complied with all code provision and, where
applicable, the recommended best practices of the Code on
Corporate Governance Practices as set out in Appendix 14 of
the Listing Rules throughout the year ended 31 March 2008.

The Corporate Governance Report is set out on pages 31 to
47 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the directors of the
Company, the Company has maintained sufficient public float
throughout the year ended 31 March 2008 as required under
the Listing Rules.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

During the year, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

DONATIONS

During the year, the Group made charitable and other
donations of approximately HK$235,000.

AUDITOR

A resolution will be submitted to the annual general meeting
to re-appoint Messrs. Deloitte Touche Tohmatsu as auditor of
the Company.

On behalf of the Board

James Chiu, OBE, JP
Chairman
Hong Kong, 18 July 2008
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Independent Auditor’s Report
BYZHEERESE

Deloitte.
=)

TO THE MEMBERS OF PAUL Y. ENGINEERING GROUP LIMITED
(Incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of
Paul Y. Engineering Group Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out
on pages 68 to 153, which comprise the consolidated balance
sheet as at 31 March 2008, and the consolidated income
statement, the consolidated statement of changes in equity
and the consolidated cash flow statement for the year then
ended, and a summary of significant accounting policies and
other explanatory notes.

Directors’ responsibility for the consolidated financial
statements

The directors of the Company are responsible for the
preparation and the true and fair presentation of these
consolidated financial statements in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong
Institute of Certified Public Accountants and the disclosure
requirements of the Hong Kong Companies Ordinance.
This responsibility includes designing, implementing and
maintaining internal control relevant to the preparation and
the true and fair presentation of the consolidated financial
statements that are free from material misstatement, whether
due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s responsibility

Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to
report our opinion solely to you, as a body, in accordance with
Section 90 of the Bermuda Companies Act and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. We
conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified
Public Accountants. Those standards require that we comply
with ethical requirements and plan and perform the audit to
obtain reasonable assurance as to whether the consolidated
financial statements are free from material misstatement.
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Independent Auditor’s Report
BB REE

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected
depend on the auditor's judgment, including the assessment
of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and true and
fair presentation of the consolidated financial statements
in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the

overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit

opinion.

Opinion

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Group as at
31 March 2008 and of the Group's profit and cash flows for
the year then ended in accordance with Hong Kong Financial
Reporting Standards and have been properly prepared in
accordance with the disclosure requirements of the Hong
Kong Companies Ordinance.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong, 18 July 2008
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Consolidated Income Statement

S

For the year ended 31 March 2008 B@Z—Z2ZN\F=A=1+—HALFE

2008 2007
Notes HK$'000 HK$'000
(b= FHxT FHET
Turnover X 7 4,913,022 4,359,329
Cost of sales SHE R (4,679,141) (4,192,824)
Gross profit EH 233,881 166,505
Other income E A 9 39,377 33,740
Administrative expenses THER (166,759) (156,546)
Finance costs A& B AR 10 (9,405) (7,454)
Gain on disposal of an associate s — S A F 2 W 3,459 -
Share of results of associates BnE RN R EE 29,118 73,832
Share of results of jointly B(h KRS
controlled entities XS 59 (642)
Profit before taxation B B B 129,730 109,435
Taxation i 12 (9,747) (8,401)
Profit for the year F 12 % A 13 119,983 101,034
Attributable to: AT ARl -
Equity holders of the Company RRARZE=FEA 119,479 112,621
Minority interests DR R AE S 504 (11,587)
119,983 101,034
Dividends % 2 14 53,381 49,493
Earnings per share G AR 15
Basic HR HK$0.2027& T HK$0.193% T
Diluted e HK$0.20058 7T HK$0.19338 7T
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Consolidated Balance Sheet

REEEBER

At 31 March 2008 R=ZZBNEFE=A=+—H

2008 2007
Notes HK$'000 HK$'000
P o FERT FAT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment S E YIS E Y 16 33,061 35,190
Prepaid land lease payments T T E IR 17 21,986 22,561
Goodwill B 18 63,969 61,646
Other intangible assets HMEpEE 19 7,240 7,240
Interests in associates B N AR 20 70,406 108,955
Interests in jointly F[R] 4% il
controlled entities HistEs 21 1,987 1,928
Available-for-sale investments AHEHEZRE 22 343 732
Deferred consideration receivable JEUGE IEAR (B 23 2,863 6,597
201,855 244,849
CURRENT ASSETS REEE
Prepaid land lease payments TS T ERIE 17 575 575
Amounts due from customers FELBZ%)E a4
for contract works TR 24 201,589 223,637
Debtors, deposits and JZWEEW\ . ET@&
prepayments TEfT IR 25 1,703,091 1,631,065
Amounts due from JE Wy B3 &)
related companies RIE 26 1 432
Amounts due from associates R LA Bt 1) )R8 27 43,762 48,630
Amount due from a jointly R L — ) 2k R 42 )
controlled entity B FR 27 4 10
Amounts due from JE T [R] 2 B 8 1 )
fellow subsidiaries FRIE 27 9,135 8,967
Loan receivable FE W & 3R 28 - 1,508
Loan to a related company B —HBERARIZER 29 - 779
Taxation recoverable A 3R B i 70 3,261 2,942
Pledged bank deposits B IRITER 30 34,269 42,601
Short term bank deposits RAERITER 30 377,045 311,606
Bank balances and cash R EIRE 30 58,168 43,770
2,430,900 2,316,522
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Consolidated Balance Sheet
MeEBEERER

At 31 March 2008 R=ZZENF=A=+—H

2008 2007
Notes HK$'000 HK$'000
BT FBT FHET
CURRENT LIABILITIES REBAE
Amounts due to customers EREFE “’]
for contract works TR 24 804,442 1,038,548
Creditors and accrued expenses FEfTERR &Jﬁfufﬁﬂi‘i 31 1,059,334 825,326
Amounts due to related JET R
companies A 26 33 2,906
Amounts due to associates FEfT B R R FRIE 27 609 1,401
Amounts due to minority e %ZHX?
shareholders IR 27 1,041 1,041
Amounts due to fellow JERRIRZW B A A
subsidiaries IR 27 10,515
Taxation payable JERT IR 15,173 11,308
Bank borrowings —FRNIEZ
— due within one year RITIEK 32 197,715 174,407
2,088,862 2,054,937
NET CURRENT ASSETS RBEERE 342,038 261,585
TOTAL ASSETS LESS CURRENT BEER
LIABILITIES REBAE 543,893 506,434
NON-CURRENT LIABILITY FRBEE
Bank borrowings —FRIE
— due after one year RITIEK 32 5,947 51,498
537,946 454,936
CAPITAL AND RESERVES BEARHE
Share capital [ 34 298,649 294,800
Reserves f&# 225,114 147,316
Equity attributable to equity PAN/NCI S E S ZS DN
holders of the Company JEME 523,763 442,116
Minority interests DR R = 14,183 12,820
TOTAL EQUITY R 537,946 454,936

The financial statements on pages 68 to 153 were approved #HRFESHEEF1S3BZHBREEAR_ZZTNF LA
and authorised for issue by the Board of Directors on 18 July +N\BEZEEFZELTERE  THTIESNERE
2008 and are signed on its behalf by: EREE

Mok Yat Fan, Edmond Cheung Lee Ming, Andy
E—1 RAR
Executive Director & Chief Executive Officer Executive Director & Chief Financial Officer

BITEFRTHAH HITEERYEEH
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Consolidated Statement of Changes In Equity
mEERBEKR

For the year ended 31 March 2008 B#Z =22 N\&E=A=+—HILLEE

Attributable to equity holders of the Company

ARAEEREARS
Investment Share Accumulated
Share Share  Special revaluation  options Translation (losses) Minority
capital  premium  reserve  reserve  reserve  reserve profits ~ Sub-total interests Total
k& gif 2 |

Bx  RHEE GHEE EGRE BREGE ERRS (BR) &A Mt BRER aif
HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000
tEr  TEr  TEr  TAr  TEr T TR TAR AR TER

At 1 April 2006 RZSEAEMA-H 290979 275805  (153,767) 675 137 (943)  (42,986) 369,900 10344 380,244
Exchange difference BENEER

arising from translation EfY

of foreign operations EXZE - - - - - 1,360 - 1,360 - 1,360
Decrease in fair value of REERE

available-for-sale ATA

investments B - - - (332) - - - (332) - (332)
Net (expense) income ERRNERED

recognised directly (7%

in equity WAFE - - - (332) - 1,360 - 1,028 - 1,028
Profit for the year EERT - - - - - - 112621 112621 (11587) 101,034

Total recognised (expense) ~ FEBA(FX)
income for the year hAgE - - )] S0 1260 13649 (11587) 102,06

Recognition of equity-settled  BEURIA

share-based payment BERAT
expenses LAR - - - - 1,088 - - 1,088 - 1,088
Issue of shares under scrip ~— IEMRRS
dividend scheme HERTRA 3,071 (3,071) - - - - - - - -
Issue of shares upon RirfERE
exercise of share options mEakG 750 994 - - (244) - - 1,500 - 1,500
Credit arising on scrip RS EE
dividends LEE - - - - - - 5472 5,472 - 5472
Dividends paid Efifks - - - - - - (49493)  (49493) - (49493)
Contribution from YERE
minority shareholders & - - - - - - - - 14,063 14,063
At 31 March 2007 RZERLF
“A=1-H 294,800 273,728 (153,767) 343 981 a7 25614 442,116 12,820 454,936
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Consolidated Statement of Changes In Equity

CEY T DES
For the year ended 31 March 2008 &% \F=A=+—HIFE

Attributable to equity holders of the Company

INTERREARR
Investment Share Accumulated
Share Share  Special revaluation  options Translation  (losses) Minority
capital  premium  reserve  reserve  reserve  reserve profits  Sub-total interests Total
k% gif S8

Bx  RHEE GHEE EERE BRERE ERGS (5R) &A M BRER aif
HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000
tér  TEr  TEr TAr  TEr  TEr TR TAr  TEn  TEn

Exchange difference BENERH

arising from translation Ek2

of foreign operations EXZE - - - - - 1313 - 1313 - 1313
Decrease in fair value of AR ERE

available-for-sale NFE

investments W - - - (389) - - - (389) - (389)
Share of translation reserve ~ Efi—EHELRE

of an associate ERRE - - - - - 336 - 336 - 336
Net (expense) income ERNERRT

recognised directly (7%

in equity hAEE - - - (89 -89 S0 - 160
Profit for the year EEET - - - - - - 119479 119479 504 119,983
Reserve released upon BRLE-HBELT

disposal of an associate BELEE - - - - - 1,023 - 1023 - 1,03
Total recognised (expense) ~ FE®D (F%)

income for the year WAEE - - - (389) - 2672 119,479 121762 504 122,266
Recognition of equity-settled ~ BEZMBR

share-based payment BERR

expenses pd 5 - - - - 4,697 - - 4,697 - 4,697
Issue of shares under scrip — BEMBRKS

dividend scheme HERIRA 2206 (2,06) - - - - - - - -
Issue of shares upon RiTkERE

exercise of share options MEIRA 1,643 1,591 - - (398) - - 2,836 - 2,836
Credit arising on scrip HRREESE

dividends LER - - - - - - 5733 5733 - 5733
Dividends paid Bfifks - - - - - (53,381)  (53,381) - (53,381)
Dividends paid to BT Y

minority shareholders BRikg - - - - - - - - 2563)  (2563)
Contribution from PaBRE

minority shareholders HE - - - - - - - - 3422 3,422
At 31 March 2008 RIZTNE

“A=1-H 298,649 273,113 (153,767) (46) 5,280 3,089 97,445 523,763 14,183 537,946
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Consolidated Statement of Changes In Equity
mAEREER
For the year ended 31 March 2008 &% —

NF=A=+—RALEFE

The special reserve of the Group includes the following:

(a)

a credit amount of HK$1,000,000 representing the
difference between the cost of acquisition of two
subsidiaries and the nominal amount of their share
capital at the date on which they were acquired by Paul
Y. Management Contracting Group Limited (“Paul Y.
Management Contracting”, formerly known as Paul Y.
Engineering Holdings (B.V.l.) Limited) before the reverse
acquisition as mentioned in note (b) below; and

a debit amount of HK$154,767,000 representing the
reserve arising from the reverse acquisition of Paul Y.
Management Contracting and its subsidiaries (collectively
referred to as “Paul Y. Management Contracting
Group”), net of refund from ex-shareholder of Paul V.
Management Contracting for the shortfall in net asset
value of Paul Y. Management Contracting Group upon
completion of the acquisition by the Company from PYI
Corporation Limited, the ultimate holding company, of
the entire equity interest in, and shareholders’ loan to
Paul Y. Management Contracting Group in January 2005.

REBEZERHEERBIATEAE

(a)

— % /5%£1,000,000% 7T 2 # B - BDUCHE w9 fE B B8
DRI ZKAREFBANE AR T XM b) At R
U 8% AT 4% Paul Y. Management Contracting Group
Limited ([Paul Y. Management Contracting]
Al #8[Paul Y. Engineering Holdings (B.V.I.)
Limited ) WIEE B c RAEBE 2 AN ERE K&

— % & #154,767,0008 T 2 f& &2 & B
[ U B Paul Y. Management Contracting &
H W B 2 8 ( # #[Paul Y. Management
Contracting Groupl) &E &£ 2 & # - I
1 BrPaul Y. Management Contracting
ARERARAR-_ZETERF - ARKAR
BERLAARESEAR QG KEPaul V.
Management Contracting GroupZ2 5 & AN 1 25
K P& B B F B Paul Y. Management Contracting
Groupz BEFBEITREMINFZRAR -
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Consolidated Cash Flow Statement
GEEERIR

For the year ended 31 March 2008 #Z—B B N\F=A=1+—ALFEE

2008 2007
HK$'000 HK$'000
FHT FHT
OPERATING ACTIVITIES PR3
Profit before taxation W 35 A& A 129,730 109,435
Adjustments for: BTFIIE B ETTRE
Finance costs BbE R AN 9,405 7,454
Share of results of associates B ERRER (29,118) (73,832)
Share of results of jointly B (R KRS
controlled entities R (59) 642
Gain on disposal of HE B L AT
an associate Z Wz (3,459) -
Release of prepaid land BERTEN i
lease payments HEFNIE 575 575
Depreciation of property, M - R R
plant and equipment e 8,670 7,029
Impairment loss recognised for EHRE S KEMEWARIE
trade and other debtors Z R BEEE 234 427
Share-based payment expenses LARR 9 BB 2 X 4,697 1,088
Interest income FEWA (39,377) (33,740)
Loss on disposal of property, HEWE - B EE
plant and equipment pd 1= 49 982
Operating cash flows before Rt EERE BRI 2
movements in working capital KEXBRSME 81,347 20,060
Change in amounts due from (to) Y () BEPELD
customers for contract works, TREFKEES
net of attributable interest I Bk FE AT
expenses and depreciation FERZ RITE (209,435) 553,473
Increase in debtors, deposits JEWARF - 5T& %
and prepayments FEA FRIELE hN (18,853) (436,632)
Decrease in amounts due FEUR BEE N R)
from related companies SRIE R, 431 1,639
Increase in amounts due JE Wt 2 2 )
from associates FIEIE N (19) (3,347)
Decrease in amount due from i LAy — ] £ [R) 422 1) e 1.
a jointly controlled entity SRIBR A 6 7
Increase in amounts due from FEUR R 2 B A7)
fellow subsidiaries FIEIE N (168) (8,733)
Increase in creditors and FE BRI FE AT
accrued expenses i 32 3% N 212,511 16,469
(Decrease) increase in amounts JES BEE R RIFIE
due to related companies CRLA) 120 (2,873) 2,906
Decrease in amounts due FETH & R )
to associates IR A (792) (97)
Increase in amounts due to JET D BAR R
minority shareholders FRIAE N — 1,041
Decrease in amounts due NIEEY NG
to fellow subsidiaries IR D (572) (18,914)
Cash generated from operations KRELEEB RS 61,583 127,872
Hong Kong Profits Tax refunded EREEBEFEH 21 -
Hong Kong Profits Tax paid EREENEH (593) (3,296)
Overseas tax paid BEAENIR (5,822) (892)
NET CASH FROM OPERATING RELEEK
ACTIVITIES ZHREFE 55,189 123,684

74

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2008




Consolidated Cash Flow Statement
?‘fAiﬁuﬂimu@J%

For the year ended 31 March 2008 &% —

FZA=Z+—HLFE

2008 2007
Note HK$'000 HK$'000
M aE FET FHET
INVESTING ACTIVITIES REEK
Dividend received from associates SR NEIESSY 88,250 4,789
Interest received BUFH & 9,805 11,145
Proceeds from disposal s — g A
of an associate FriS a8 8,860 -
Decrease in pledged Eﬁﬁ#ﬁfiﬂ
bank deposits TR 8,332 33,521
Proceeds from disposal of HEWE - B K
property, plant and equipment BARFTISRIA 44 1,077
Additions to property, M - B
plant and equipment AN (8,500) (22,893)
Acquisition of interest ¢ il l/NC]
in an associate K (4,756) (161)
Acquisition of subsidiaries, g1 10 PNG]
net of cash and cash (2R 2
equivalents acquired REREEMHEIER) 36 (1,792) -
Decrease in deferred JiE LI ST
consideration receivable RAE R - 4,000
Proceeds from disposal of HEHMEFEE
other intangible assets FriS 538 - 115
NET CASH FROM INVESTING REREEK
ACTIVITIES ZHEFE 100,243 31,593
FINANCING ACTIVITIES A& SEE
Repayment of bank loans EERITER (138,293) (297,563)
Dividends paid EARE (47,648) (44,021)
Interest paid EAAE (9.820) (10,761)
Dividends paid to minority BT
shareholders % A% B (2,563) -
Bank loans raised ERITER 136,482 210,732
Contribution from DER R
minority shareholders HE 3,422 14,063
Proceeds from issue of shares BTG TS A 2,836 1,500
NET CASH USED IN FINANCING ARmEEE
ACTIVITIES ZE&RE (55,584) (126,050)
NET INCREASE IN CASH AND ReREREEE
CASH EQUIVALENTS HEEMFEE 99,848 29,227
EFFECT OF FOREIGN EXCHANGE ExEH
RATE CHANGES a7 421 1,028
CASH AND CASH EQUIVALENTS ReREREEE
BROUGHT FORWARD 15 B &Rl 334,944 304,689
CASH AND CASH EQUIVALENTS iﬁ%&ﬁﬂﬁ%%fﬁ
CARRIED FORWARD B#E 435,213 334,944
ANALYSIS OF THE BALANCES OF ReRkEREEE
CASH AND CASH EQUIVALENTS HEEZHRDT
Short term bank deposits RARITER 377,045 311,606
Bank balances and cash fiﬁ Her MRS 58,168 43,770
Bank overdrafts 18X - (20,432)
435,213 334,944
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GENERAL

The Company is an exempted company incorporated in
Bermuda with limited liability. Its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Hong
Kong Stock Exchange”). Its immediate holding company
is Paul Y. Investments Limited, a company incorporated
in Hong Kong and its ultimate holding company is PYI
Corporation Limited (“PYI”), a company incorporated in
Bermuda with its shares listed on the Hong Kong Stock
Exchange. The addresses of the registered office and
principal place of business of the Company are disclosed
in the “Corporation Information” section of the annual
report.

The consolidated financial statements are presented in
Hong Kong dollars, which is the same as the functional
currency of the Company.

The Company is an investment holding company. The
activities of its principal subsidiaries, associates and
jointly controlled entity are set out in note 43.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs")

In the current year, the Group has applied, for the first
time, the following new standard, amendment and
interpretations (hereinafter collectively referred to as
“new HKFRSs"”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) which are
effective for the Group’s financial year beginning on or
after 1 April 2007.

HKAS 1 (Amendment)
HKFRS 7 Financial Instruments:

Capital Disclosures

Disclosures
HK(IFRIC) = Int 8 Scope of HKFRS 2
HK(IFRIC) — Int 9 Reassessment of Embedded
Derivatives
HK(IFRIC) — Int 10 Interim Financial Reporting
and Impairment
HKFRS 2 — Group and

Treasury Share

HK(FRIC) — Int 11

Transactions
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs") (continued)

The Group has applied the disclosure requirements under
HKAS 1 (Amendment) and HKFRS 7 retrospectively.
Certain information presented in prior year under
the requirement of HKAS 32 has been removed and
the relevant comparative information based on the
requirements of HKAS 1 (Amendment) and HKFRS 7 has
been presented for the first time in the current year.

Except for the changes in disclosures as set out above,
the adoption of those new HKFRSs has no material
impact on the Group's results and financial position for
the current or prior years, and does not result in any
significant changes in the accounting policies of the

Group.

The Group has not early applied the following new and
revised standards, amendments or interpretations that

have been issued but are not yet effective.

HKAS 1 (Revised) Presentation of Financial
Statements’
HKAS 23 (Revised)

HKAS 27 (Revised)

Borrowing Costs’
Consolidated and Separate
Financial Statements?

HKAS 32&1 (Amendments)  Puttable Financial
Instruments and
Obligations Arising on
Liquidation’

HKFRS 2 (Amendment) Vesting Conditions and
Cancellations’

HKFRS 3 (Revised) Business Combinations?

HKFRS 8 Operating Segments’

HK(IFRIC) — Int 12 Service Concession
Arrangements?

HK(IFRIC) = Int 13 Customer Loyalty
Programmes*

HK(IFRIC) = Int 14 HKAS 19 — The Limit on a

Defined Benefit Asset,
Minimum Funding
Requirements and
their Interaction3

Effective for annual periods beginning on or after 1 January 2009
Effective for annual periods beginning on or after 1 July 2009
Effective for annual periods beginning on or after 1 January 2008
Effective for annual periods beginning on or after 1 July 2008
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (continued)

The adoption of HKFRS 3 (Revised) may affect the
accounting for business combination for which the
acquisition date is on or after the beginning of the
first annual reporting period beginning on or after 1
July 2009. HKAS 27 (Revised) will affect the accounting
treatment for changes in a parent’s ownership interest in
a subsidiary that do not result in a loss of control, which
will be accounted for as equity transactions.

The directors of the Company anticipate that the
application of the other new or revised standards,
amendments or interpretations will have no material
impact on the results and financial position of the Group.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been
prepared on the historical cost basis, except for certain
financial instruments which are measured at fair values,
and in accordance with Hong Kong Financial Reporting
Standards issued by the HKICPA. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on the Hong Kong Stock Exchange (the “Listing
Rules”) and by the Hong Kong Companies Ordinance.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is
achieved where the Company has the power to govern
the financial and operating policies of an entity so as to
obtain benefit from its activities.

The results of subsidiaries acquired or disposed of
during the year are included in the consolidated income
statement from the effective date of acquisition or up to
the effective date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies in line with those used by other members of the
Group.

All intra-group transactions, balances, income and

expenses are eliminated on consolidation.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2008

FERAHAIREER2EBMBREER
(ERMHREEA]) (FE)

RMEBMBRELNEIN (KB RGP ER
WERHEH _ZTAF LA —HIUERABZ
BEREFRPFAINEZEB A 2t RIEE-
EREFERE27R (KER BEEINGRAR
—HB AR ZPTAED B (TR K
BB ZEEREE AR EZZ AN -

ARARERME  ERAZSHILEEICEN - &
AkRE TEYHAEEZEE RV BARRER

BERZE-

EFREHEE

BRETEeRMIARRATELEN HEUBR
RODBRBEER T ERRREB SRS HM
ZEBUBRESEUNRE - B BRAaHBHEX
NEBEEEBARSMARABES LHRI
(TEmRAD) REFBERREROIFAREZEREE -

ReE%E
GAaMBHRREEALR REZEG#E (AIHB L
B ZMBRE - ARFEARNZEZRBZTT
LBEBRR  BUAREESHTERN - BIEFREE
122 I 4 -

FRAURBHEERBRARAZEANHEREER
HEREZERLEERAHRLRBRME) FALE
YamRP -

BHRER  WEBLARZHBHRERE

EEERRARRZRS « &8 Wa kAL
B BRI T IALH -
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Basis of consolidation (continued)

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s
equity therein. Minority interests in the net assets consist
of the amount of those interests at the date of the
original business combination and the minority’s share
of changes in equity since the date of the combination.
Losses applicable to the minority in excess of the
minority’s interest in the subsidiary’s equity are allocated
against the interests of the Group except to the extent
that the minority has a binding obligation and is able to
make an additional investment to cover the losses.

Business combinations

The acquisition of business is accounted for using
the purchase method. The cost of the acquisition is
measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred or
assumed, and equity instruments issued by the Group
in exchange for control of the acquiree, plus any costs
directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent
liabilities that meet the conditions for recognition under
HKFRS 3 “Business Combinations” are recognised at their
fair values at the acquisition date, except for non-current
assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 “Non-Current Assets
Held for Sale and Discontinued Operations”, which are

recognised and measured at fair value less costs to sell.

Goodwill arising on acquisition is recognised as an
asset and initially measured at cost, being the excess of
the cost of the business combination over the Group’s
interest in the net fair value of the identifiable assets,
liabilities and contingent liabilities recognised. If, after
reassessment, the Group's interest in the net fair value
of the acquiree’s identifiable assets, liabilities and
contingent liabilities exceeds the cost of the business
combination, the excess is recognised immediately in
profit or loss.

The interest of minority shareholders in the acquiree is
initially measured at the minority’s proportion of the
net fair value of the assets, liabilities and contingent
liabilities recognised.

FEEHERE (&)

ReEE(E)
PEERREENMNBLARZFEERAEEZR
AEZDHE PBERERBRETAME
FRESBEREAHBRIBBREGER CE
B MAIBRRMEZEBERBERDBRRENNE
RAEIE 2B AR BIFZPBRRAZOR
BEERBEIXNENESUBHEHE AR Z
BE - DRIZEBE R E AR E R -

EBAH

WEBEBKRERABESHEZAR - WEBRARR
BMEBMGBTZEE MMEEMAEZAE UK
AEEBREGRRKBEARNMCETRATAZA
FE AMEBAFEREGEZERNKATE - F
WBEARZAHNEE AELRIARBENNTA
ERMBMEREIREBHE O 2 HERIGEMT
BAWBEZ ATFETARR - ERREBHMH
BEENFSHIBHFELERRPEENCKRUEL
EEBITIEREL & E IR A FERH S RKAHE

REGHE -

REEMELEBHERRAREE - VHRKA (A
EBAHRANBEANEEG 2 MR H
BE BREMIABBEZAVFFEZERD)FGE-
HWREHFHEER  AEERFRES ZA#MME
E BERIARBBZIRAFFEZEESIRER
B - ZHE D TIENR R B EE N EHER -

PBERRBRES 2R DN H R BBRER
ERAAMNEE BERIARBEZAFFE
PG LIt & -

REZXEMARLT 2008FHK 79



Notes to the Consolidated Financial Statements

4= A

iR e MR A M A

For the year ended 31 March 2008 B@Z—ZEZN\FE=A=+—RALEE

80

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Property, plant and equipment

Property, plant and equipment are stated at cost less
accumulated depreciation and accumulated impairment
losses.

Depreciation is provided to write off the cost of items of
property, plant and equipment over their estimated useful
lives and after taking into account of their estimated
residual value, using the straight line method.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits
are expected to arise from the continued use of the
asset. Any gain or loss arising on derecognition of the
asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item)
is included in the consolidated income statement in the
year in which the item is derecognised.

Prepaid land lease payments

The up-front payments to acquire leasehold interest in
land are accounted for as operating leases and are stated
initially at cost and amortised over the lease term on a
straight line basis.

Goodwill

Goodwill arising on acquisitions prior to 1 January 2005

Goodwill arising on an acquisition of a subsidiary for
which the agreement date is before 1 January 2005
represents the excess of the cost of acquisition over
the Group's interest in the fair value of the identifiable
assets and liabilities of the relevant acquiree at the date
of acquisition. For previously capitalised goodwill arising
on acquisitions of a subsidiary after 1 January 2001, the
Group has discontinued amortisation from 1 April 2005
onwards, and such goodwill is tested for impairment
annually, and whenever there is an indication that the
cash-generating unit to which the goodwill relates may
be impaired.

Goodwill arising on acquisitions on or after 1 January
2005

Goodwill arising on an acquisition of a business for
which the agreement date is on or after 1 January 2005
represents the excess of the cost of acquisition over
the Group's interest in the fair value of the identifiable
assets, liabilities and contingent liabilities of the relevant
business at the date of acquisition. Such goodwill is
carried at cost less any accumulated impairment losses.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Goodwill (continued)

Goodwill arising on acquisitions on or after 1 January
2005 (continued)

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant
cash-generating units, or groups of cash-generating
units, that are expected to benefit from the synergies of
the acquisition. A cash-generating unit to which goodwill
has been allocated is tested for impairment annually,
and whenever there is an indication that the unit may
be impaired. For goodwill arising on an acquisition in a
financial year, the cash-generating unit to which goodwill
has been allocated is tested for impairment before the
end of that financial year. When the recoverable amount
of the cash-generating unit is less than the carrying
amount of the unit, the impairment loss is allocated to
reduce the carrying amount of any goodwill allocated to
the unit first, and then to the other assets of the unit
pro rata on the basis of the carrying amount of each
asset in the unit. Any impairment loss for goodwill is
recognised directly in the consolidated income statement.
An impairment loss for goodwill is not reversed in
subsequent periods.

Capitalised goodwill arising on an acquisition of a
subsidiary is presented separately in the consolidated
balance sheet.

On subsequent disposal of the relevant cash generating
unit, the attributable amount of goodwill capitalised is
included in the determination of the amount of profit or
loss on disposal.

Interests in associates

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary nor
an interest in a joint venture.

The results and assets and liabilities of associates are
incorporated in the consolidated financial statements
using the equity method of accounting. Under the equity
method, investments in associates are carried in the
consolidated balance sheet at cost as adjusted for post-
acquisition changes in the Group’s share of the net assets
of the associates, less any identified impairment loss.
When the Group’s share of losses of an associate equals
or exceeds its interest in that associate (which includes
any long-term interest that, in substance, form part of
the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses. An
additional share of losses is provided for and a liability is
recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on
behalf of that associate.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Interests in associates (continued)

Where a group entity transacts with an associate of the
Group, profits and losses are eliminated to the extent of
the Group’s interest in the relevant associate.

Interests in jointly controlled entities

Joint venture arrangements that involve the establishment
of a separate entity in which venturers have joint control
over the economic activity of the entity are referred to as
jointly controlled entities.

The results and assets and liabilities of jointly controlled
entities are incorporated in the consolidated financial
statements using the equity method of accounting. Under
the equity method, investments in jointly controlled
entities are carried in the consolidated balance sheet
at cost as adjusted for post-acquisition changes in the
Group’s share of the net assets of the jointly controlled
entities, less any identified impairment loss. When the
Group’s share of losses of a jointly controlled entity
equals or exceeds its interest in that jointly controlled
entity (which includes any long-term interest that, in
substance, form part of the Group’s net investment in
the jointly controlled entity), the Group discontinues
recognising its share of further losses. An additional
share of losses is provided for and a liability is recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of
that jointly controlled entity.

When a group entity transacts with a jointly controlled
entity of the Group, profits or losses are eliminated to
the extent of the Group’s interest in the relevant jointly
controlled entity.

Other intangible assets

On initial recognition, intangible assets acquired
separately, other than from business combinations, are
recognised at cost less any accumulated impairment
losses. After initial recognition, other intangible assets
with indefinite useful lives are carried at cost less any
accumulated impairment loss.

Gains or losses arising from derecognition of an
intangible asset are measured as the difference between
the net disposal proceeds and the carrying amount of
the asset and are recognised in the consolidated income
statement when the asset is derecognised.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Impairment losses on tangible and other intangible
assets other than goodwill

At each balance sheet date, the Group reviews the
carrying amounts of its tangible and other intangible
assets to determine whether there is any indication
that those assets have suffered an impairment loss. In
addition, other intangible assets with indefinite useful
lives are tested for impairment annually, and whenever
there is an indication that they may be impaired. If
the recoverable amount of an asset is estimated to
be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An
impairment loss is recognised as an expense immediately.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised as
income immediately.

Construction contracts

When the outcome of a construction contract can
be estimated reliably, contract revenue and costs are
recognised by reference to the stage of completion of
the contract activity at the balance sheet date. Variations
in contract work and claims are included to the extent
that they have been agreed with customer.

When the outcome of a construction contract cannot
be estimated reliably, contract costs are recognised
as expenses in the period in which they are incurred.
Variations in contract work and claims are included to
the extent that they have been agreed with the customer.
Provision is made for foreseeable losses as soon as they
are anticipated by management.

When it is probable that total contract costs will exceed
total contract revenue, the expected loss is recognised as
an expense immediately.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Construction contracts (continued)

Where contract costs incurred to date plus recognised
profits less recognised losses exceed progress billings,
the excess is shown as amount due from a customer
for contract work. Where progress billings exceed
contract costs incurred to date plus recognised profits
less recognised losses, the excess is shown as amount
due to a customer for contract work. Amounts received
before the related work is performed are included in the
consolidated balance sheet, as a liability, as advances
received. Amounts billed for work performed but not yet
paid by the customer are included in the consolidated
balance sheet under debtors, deposits and prepayments.

Revenue recognition

Revenue from construction contracts is recognised on
the percentage of completion method, measured by
reference to the value of work certified during the year.

Project management service income and facilities
management service income are recognised when services
are provided.

Dividend income from investments is recognised when
the Group's right to receive the relevant payment has
been established.

Interest income from a financial asset is accrued on a
time basis, by reference to the principal outstanding and
at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts
through the expected life of the financial asset to that
asset’s net carrying amount.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets i.e. assets
that necessarily take a substantial period of time to
get ready for their intended use or sale, are capitalised
as part of the cost of those assets. Capitalisation
of such borrowing costs ceases when the assets are
substantially ready for their intended use or sale.
Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
capitalisation.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.
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Notes to the Consolidated Financial Statements
e M HmER

For the year ended 31 March 2008 B@Z—ZZN\F=A=1+—HLFE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Retirement benefit costs

Payments to defined contribution retirement benefit
schemes are charged as an expense or capitalised
in contracts in progress, where appropriate, when
employees have rendered service entitling them to the
contributions.

Leasing

Leases are classified as finance leases whenever the
terms of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

The Group as lessee

Rentals payable under operating leases are charged to
profit or loss on a straight line basis over the term of
the relevant lease. Benefits received and receivable as an
incentive to enter into an operating lease are recognised
as a reduction of rental expense over the lease term on a
straight line basis.

Taxation
Taxation represents the sum of the tax currently payable
and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated income statement because it excludes
items of income or expense that are taxable or deductible
in other years and it further excludes items that are never
taxable or deductible. The Group’s liability for current tax
is calculated using tax rates that have been enacted or
substantively enacted by the balance sheet date.

Deferred tax is recognised on differences between
the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding
tax bases used in the computation of taxable profit, and
is accounted for using the balance sheet liability method.
Deferred tax liabilities are generally recognised for all
taxable temporary differences and deferred tax assets
are recognised to the extent that it is probable that
taxable profits will be available against which deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Taxation (continued)

The carrying amount of deferred tax assets is reviewed at
each balance sheet date and reduced to the extent that it
is no longer probable that sufficient taxable profit will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are
expected to apply in the period when the liability is
settled or the asset is realised. Deferred tax is charged
or credited in the consolidated income statement, except
when it relates to items charged or credited directly to
equity, in which case the deferred tax is also dealt with
in equity.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recorded in its functional currency (i.e. the currency of
the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the
dates of the transactions. At each balance sheet date,
monetary items denominated in foreign currencies are
retranslated at the rates prevailing on the balance sheet
date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the translation of monetary
items, are recognised in profit or loss in the period in
which they arise.

For the purpose of presenting the consolidated financial
statements, the assets and liabilities of the Group's
foreign operations are translated into the presentation
currency of the Company (i.e. Hong Kong dollars) at the
rate of exchange prevailing at the balance sheet date,
and their income and expenses are translated at the
average exchange rates for the year, unless exchange
rates fluctuate significantly during the period, in which
case, the exchange rates prevailing at the dates of the
transactions are used. Exchange differences arising, if
any, are classified as a separate component of equity
(the translation reserve). Such exchange differences are
recognised in profit or loss in the period in which the
foreign operation is disposed of.
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Notes to the Consolidated Financial Statements
e M HmER
For the year ended 31 March 2008 #@Z —ZEZENE=A=+—RHLEE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments

Financial assets and financial liabilities are recognised
on the balance sheet when the group entity becomes a
party to the contractual provisions of the instruments.
Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities are added to or deducted from
the fair value of the financial assets or financial liabilities,
as appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial assets
or financial liabilities at fair value through profit or loss
are recognised immediately in profit or loss.

Financial assets

The Group’s financial assets are loans and receivables
and available-for-sale financial assets. All regular way
purchases or sales of financial assets are recognized
and derecognized on a trade date basis. Regular way
purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time
frame established by regulation or convention in the
marketplace.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial asset and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees on points paid
or received that form an integral part of the effective
interest rate, transaction costs and other premiums or
discounts) through the expected life of the financial
asset, or, where appropriate, a shorter period.

Income is recognized on an effective interest basis for
debt instruments, of which interest income is included in
net gains or losses.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not
qguoted in an active market. At each balance sheet date
subsequent to initial recognition, loans and receivables
(including deferred consideration receivable, debtors,
amounts due from related companies, associates, a jointly
controlled entity and fellow subsidiaries, loan receivable,
loan to a related company, pledged bank deposits, short
term bank deposits and bank balances) are carried at
amortised cost using the effective interest method, less
any identified impairment losses (see accounting policy
on impairment of financial assets below).
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3. SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated or not classified as financial
assets at fair value through profit or loss, loans and
receivables or held-to-maturity investments. At each
balance sheet date subsequent to initial recognition,
available-for-sale financial assets are measured at fair
value. Changes in fair value are recognized in equity,
until the financial asset is disposed of or is determined to
be impaired, at which time, the cumulative gain or loss
previously recognized in equity is removed from equity
and recognized in profit or loss.

Impairment of financial assets

Financial assets are assessed for indicators of impairment
at each balance sheet date. Financial assets are impaired
where there is objective evidence that, as a result of one
or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of
the financial assets have been impacted.

For an available-for-sale equity investment, a significant
or prolonged decline in the fair value of that investment
below its cost is considered to be objective evidence of
impairment.

Objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o default or delinquency in interest or principal
payments; or

e it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets such as debtors,
assets that are assessed not to be impaired individually
are subsequently assessed for impairment on a collective
basis.

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when there
is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future
cash flows discounted at the original effective interest
rate.
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Notes to the Consolidated Financial Statements
e M HmER
For the year ended 31 March 2008 #@Z —ZEZENE=A=+—RHLEE

SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of trade and other debtors, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of
the allowance account are recognised in profit or loss.
When a debtor is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries
of amounts previously written off are credited to profit
or loss.

For financial assets measured at amortised cost, if, in
a subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively
to an event occurring after the impairment losses was
recognised, the previously recognised impairment loss
is reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised
cost would have been had the impairment not been
recognised.

Impairment losses on available-for-sale equity investments
will not be reversed in profit or loss in subsequent
periods. Any increase in fair value subsequent to
impairment loss is recognised directly in equity.

Financial liabilities and equity

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance
of the contractual arrangements entered into and
the definitions of a financial liability and an equity
instrument.

An equity instrument is any contract that evidences
a residual interest in the assets of the group after
deducting all of its liabilities. The accounting policies
adopted in respect of financial liabilities and equity
instruments are set out below.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments through the expected life of the
financial liability, or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest
basis.
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SIGNIFICANT ACCOUNTING POLICIES
(continued)

Financial instruments (continued)

Financial liabilities and equity (continued)

Financial liabilities

Financial liabilities including creditors, amounts due to
related companies, associates, minority shareholders and
fellow subsidiaries and bank borrowings are subsequently
measured at amortised cost, using the effective interest
method.

Equity instruments
Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the financial
assets are transferred and the Group has transferred
substantially all the risks and rewards of ownership of
the financial assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable
and the cumulative gain or loss that had been recognised
directly in equity is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying
amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or
loss.

Equity-settled share-based payment transactions

For share options granted to employees of the Group
after 7 November 2002, the fair value of services
received determined by reference to the fair value of
share options granted at the grant date is expensed
on a straight line basis over the vesting period, with a
corresponding increase in equity (share options reserve).
At each balance sheet date, the Group revises its
estimates of the number of share options expected to
ultimately vest. The impact of the revision of the original
estimates, if any, is recognised in profit or loss, with a
corresponding adjustment to share options reserve.

At the time when the share options are exercised, the
amount previously recognised in share options reserve
will be transferred to share premium. When the share
options are forfeited after the vesting date or are still
not exercised at the expiry date, the amount previously
recognised in share options reserve will be transferred to
accumulated profits.
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Notes to the Consolidated Financial Statements
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For the year ended 31 March 2008 B@Z—ZZN\F=A=1+—HLFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 3, the directors of
the Company are required to make estimates and
assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

The following are the key assumptions concerning the
future, and other key sources of estimation uncertainty
at the balance sheet date, that have a significant risk of
causing a material adjustment to the carrying amounts of
assets and liabilities within the next financial year:

(a) Deferred tax asset

At 31 March 2008, no deferred tax asset has
been recognised in relation to unused tax losses
of approximately HK$309,390,000 (2007:
HK$333,982,000) in the Group’s balance sheet due
to unpredictability of future profit streams. In cases
where future profits are expected to be generated,
a deferred tax asset may be recognised in the
consolidated financial statements.

(b) Construction contracts

The Group recognises contract revenue and profit
on a construction contract according to the
management’s estimation of the total outcome of
the project as well as the percentage of completion
of construction works. Notwithstanding that the
management reviews and revises the estimates of
both contract revenue and costs for the construction
contract as the contract progresses, the actual
outcome of the contract in terms of its total
revenue and costs may be higher or lower than the
estimates and this will affect the revenue and profit
recognised.
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5. CAPITAL RISK MANAGEMENT 5. EXEKER
The Group manages its capital to ensure that entities in EREEREEAR UHBRAKSEETERGA
the Group will be able to continue as a going concern g TEABLTEBRERARARES
while maximizing the return to stakeholders through the RERNER - RBEFE - NER 2 EEBREERT
optimization of the debt and equity balance. The Group's T

overall strategy remains unchanged from prior year.

The capital structure of the Group consists of debt, which AEBMZEAERDEER  HBRERHE32
includes the bank borrowings disclosed in note 32, cash REZRITLEMER  Ba Rk ,\iﬁé—r ERERE]
and cash equivalents and equity attributable to equity RAAFEZFBBEAELER  ERESEHTR
holders of the Company, comprising issued share capital, K REERZRFRAN -

reserves and accumulated profits.

The directors of the Company review the capital structure AAREZEETHRABSHERNERE - ERALRE
regularly. As a part of this review, the directors consider LR O EREERAARAKAREZENERNER
the cost of capital and the risks associated with each ZER - REEBERBEEFCERERBIRNK
class of capital. Based on recommendations of the B BRI R EEGEKIERREEEBE M
directors, the Group will balance its overall capital ETERREERER -

structure through the payment of dividends, new share
issues as well as the issue of new debt or the redemption
of existing debt.

6. FINANCIAL INSTRUMENTS 6. €T A
6a. Categories of financial instruments 6a. @I AERI
2008 2007
HK$'000 HK$'000
FET FHET
Financial assets ERMEE
Loans and receivables ER WA
(including cash and (BRERE X
cash equivalents) WA E@EEAER) 2,193,159 2,060,691
Available-for-sale financial assets AItHECREE 343 732
2,193,502 2,061,423
Financial liabilities SEasE
Amortised cost BH# AR 1,226,048 1,017,224
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6.

—EENF=ZA=+—HLEE

FINANCIAL INSTRUMENTS (continued)

6b. Financial risk management objectives and policies

The Group’s major financial instruments
include available-for-sale investments, deferred
consideration receivable, debtors, amounts due from
related companies, associates, a jointly controlled
entity and fellow subsidiaries, loan receivable,
loan to a related company, pledged bank deposits,
short term bank deposits, bank balances, creditors,
amounts due to related companies, associates,
minority shareholders and fellow subsidiaries
and bank borrowings. Details of the financial
instruments are disclosed in respective notes. The
risks associated with these financial instruments
and the policies on how to mitigate these risks are
set out below. Management manages and monitors
these exposures to ensure appropriate measures are

implemented on a timely and effective manner.

Market risks
(i) Currency risk

The functional currency of the group entities

are mainly Hong Kong dollars. The Group
undertakes certain transactions denominated in
currencies other than the functional currency
of the relevant group entities and the Group's
foreign currency risks exposure mainly arises
from Macau Pataca (“MOP"”), Renminbi and
United States dollar ("USD") exchange rates.
The Group currently does not have a foreign
currency hedging policy. However, the Group
manages its foreign currency risk by closely
monitoring the movement of the foreign
currency exchange rate and will consider
hedging significant foreign currency exposure
should the need arises.
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SOEBRE/BEMBARREBERRITE
e ZEeMIAZHBRBERNEBM T -
AEEXEZSHRIEMMEZ EZRAKB KA
ENHERBRZBRHEIRTX - EREETE
Ko BE 22 5% 55 [EL B LA B AR BB B 0 B AR B e R
=iy

%5 /B2

(i) EEm@EE
EEEBERZDRERIEZRE T K
SENHBEEEER ZNEEEUINZ

ERETETRS  MAKEZINER
EEREEPIE(EMK]) - AR
BhET(IET]) BEX - AKERKL
ﬂ%%ﬁﬁﬁ%°ﬁﬁ'¢%ﬁﬁﬁw
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EWMIA ()
6b. SRAKEEEEREE (M)

6. FINANCIAL INSTRUMENTS (continued) 6.

6b. Financial risk management objectives and policies
(continued)

Market risks (continued) mEE R ()
(i) Currency risk (continued) (i) EEmEE (&)

AEBR_ZEZENFR_TZTLF=A
T+ -—BUIINEAEBEN I EBEERE

The carrying amount of the Group’s foreign
currency denominated monetary assets and

94

monetary liabilities as at 31 March 2008 and BeEEsREAENT
2007 is as follows:
2008 2007
HK$'000 HK$'000
TET FET
Assets EE
Renminbi AR #& 286,436 198,815
MOP SEPT L 105,990 106,979
usD ETT 38,412 51,545
Liabilities =R
Renminbi AR 19,876 -
MOP JEL P 22,761 725

The Group’'s foreign currency risk is mainly
concentrated on the fluctuation of the Renminbi
against the Hong Kong dollar as Hong Kong
dollar is pegged to the other two foreign
currencies, namely MOP and USD. The following
table details the Group’s sensitivity to a 5%
increase and decrease in Renminbi against Hong
Kong dollars. 5% is the sensitivity rate used
when reporting foreign currency risk internally
to key management personnel and represents
management’s assessment of the reasonably
possible change in foreign exchange rates. The
sensitivity analysis includes only outstanding
foreign currency denominated monetary items
and adjusts their translation at the year end
for a 5% change in foreign currency rates. A
positive number indicates an increase in profit
where Renminbi strengthens 5% against Hong
Kong dollars. For a 5% weakening of Renminbi
against Hong Kong dollars, there would be an
equal and opposite impact on the profit, the
balances below would be opposite.

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2008

HRBEEEZINMEINE CRPIRE K E
JO) R MAREZINERBREIEZS
TRARBEBE ZRE - TRFMADN
AAREEHARELES LA RTEK
5% ZH/E - METEEEABEAR
SRR ERER 2 BRERS%
HNEEEHARE R A REXREH
R Z 7 - HREDTESBEAINE
REMMAGEEZEBHEE  UNFE
BN EZLPREALELRE - 75
EHRRARBLEE LFAS%M <4
FIEM - M ARBHLBEETEKS% - #
WHNEKRFEERARZZE  UTH
B RER -



Notes to the Consolidated Financial Statements
e M HmER
For the year ended 31 March 2008 #@Z —ZEZENE=A=+—RHLEE

6. FINANCIAL INSTRUMENTS (continued)

6b. Financial risk management objectives and policies

(continued)

6. &R ITA (&)
6b. SMAKEEEEREE (M)

Market risks (continued) mEE bk ()
(i)  Currency risk (continued) () EEmEE(E)
2008 2007
HK$'000 HK$'000
FExT FET
Increase in profit pinklbill 10,996 8,201
(ii) Interest rate risk (ir)  F ) fe

The Group exposed to cash flow interest rate
risk in relation to other debtors, bank deposits
and variable-rate bank borrowings (see notes
25, 30, 32 for details respectively). It is the
Group's policy to keep its borrowings at
variable-rate of interest so as to minimize the
fair value interest rate risk. The Group currently
does not have an interest rate hedging policy.
However, management monitors interest rate
exposure and will consider hedging significant
interest rate exposure should the need arises.

Sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to interest
rates for bank deposits, other debtors and
variable-rate bank borrowings. The analysis is
prepared on the balance at balance sheet date.
A 50 basis point increase or decrease is used
when reporting interest rate risk internally to
key management personnel and represents
management’s assessment of the reasonably
possible change in interest rates.

If interest rates had been 50 basis points
higher/lower and all other variables were held
constant, the Group’s profit for the year ended
31 March 2008 would increase/decrease by
HK$2,473,000 (2007: increase/decrease by
HK$2,144,000). This is mainly attributable to
the Group's exposure to interest rates on its
bank deposits and other debtors.

AEBEGEMEBRER . BITFX
FOF B M R EATIE R (FHE D B R M
25 30%32) AXBEMAERE o &
EEZBRAUNETFEERER - MU
BEHATENERBREESRE - ~EE
WL EFNRE HRIE - Al - BIEE
SERMNERAR UEREREREZR
YR E RN EER -

BURRE M

TR ZHBRED T HIRERTHF
B B A BRSO BRI R R E R
AR ZNERBMEE - koI5
HEHAZERER -MEIEEBASHE
P E ) 2 [ i r o By {50 R 5.0 18 2 F 5 AN
gRmOEE EDEEEHATELRZ
BIRF R BB Z RS

=R EF TS0 ES - B H s
HRBILE AEFHE-_TT)N\F=
A=+t—BLEFEZMNEEEMN R
42,473,000 T ( —ZET L4 : g,/
W A2,144,0008 L) - WEBRHRA
S ER1T1F 30 K H b 8 U AR SRR R &
[RV B FT B
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6.

96

FINANCIAL INSTRUMENTS (continued)

6b. Financial risk management objectives and policies

(continued)

Market risks (continued)

(ii) Interest rate risk (continued)
Sensitivity analysis (continued)

Furthermore, if interest rates had been 50 basis
points higher/lower and all other variables were
held constant, the Group’s profit for the year
ended 31 March 2008 would decrease/increase
by HK$840,000 (2007: decrease/increase by
HK$931,000). This is mainly attributable to
the Group's exposure to interest rates on its
variable-rate bank borrowings.

(iii) Equity price risk
The Group’s equity instruments (classified
as available-for-sale investments) expose the
Group to equity price risks. In the opinion of
management, the Group’s equity price risk in
relation to its available-for-sale investments is

minimal.

Credit risk

The Group's maximum exposure to credit risk which
will cause a financial loss to the Group due to failure
to discharge obligations by the counterparties in
relation to each class of recognised financial assets
is the carrying amount of those assets as stated in
the consolidated balance sheet and the guarantee
as set out in note 39.

In order to minimise the credit risk, management has
delegated a team responsible for determination of
credit limits, credit approvals and other monitoring
procedures to ensure that follow-up action is
taken to recover overdue debts. In addition, the
Group reviews regularly the recoverable amount
of each individual debtor to ensure that adequate
impairment losses are made for irrecoverable
amounts. In this regard, the directors of the
Company consider that the Group’s credit risk is

significantly reduced.
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Notes to the Consolidated Financial Statements
e M HmER
For the year ended 31 March 2008 #@Z —ZEZENE=A=+—RHLEE

6. FINANCIAL INSTRUMENTS (continued)

6b. Financial risk management objectives and policies

(continued)

Credit risk (continued)

Due to the fact that there are only a few major
property developers in Hong Kong, the Group has
significant concentration of credit risk in a few
customers and significant concentration of credit
risk by geographic location in Hong Kong. In view
of their credit standings, good payment record
in the past and long term relationships with the
Group, the directors of the Company consider that
the Group’s credit risk is reduced. At the balance
sheet dates, the outstanding balances (including
retention receivable) from the five largest customers
amounted to approximately HK$865,154,000 (2007:
HK$857,631,000) in aggregate, of which the largest
customer represent approximately 21% (2007: 30%)
of the trade debtors and retention receivable at the
balance sheet date.

Included in debtors, deposits and prepayments is an
amount of approximately HK$222,722,000 (2007:
HK$176,753,000) which mainly represents advances
made to an independent third party and interest
thereon (see note 25 for details) which expose
the Group to the concentration of credit risk on
this single counterparty. In view that the balance
is secured by properties interest in the People’s
Republic of China (the “PRC") and that the market
value is higher than the carrying amount of the
balance, the directors of the Company consider that
the Group's exposure to credit risk on this balance is
reduced.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit-ratings
assigned by international credit-rating agencies.

6.

¢MIA(HE)

6b.

TREAREEBBEREE(E)

EERE (#)
HRBEBRBELERUMELRER A5 H
REFPFMEREEHNEMEEAEAREES
PER ERBEEEFPEERE  BENRK
EHRRIFREAEREERBBER  WAQA
EERAAEEZEERBRERE - REHE
H  AXBEPZAEEEHRBEREKRES)
& H#) 5865,154,0008 L ( — T T L F:
857,631,000 L) - EFHZ AT FPREHEH
NEERKRESERRERRE S HEFE21%
ZETEF30%) °

FBWER T RENRBEABE -—E/H
#)222,722,0008 T 2 RBE( T+ F:
176,753,000 L) WEE DN TFTHILE=
FRBEREAEFNE(FBRMFE25) - EX
SEBRUE - RFGHFAZEEEPEAR -
ERZERAERPEAREME(THEH]) 2
MEEZRER EmEeRZE&SRZER
B BARREFRARNE B &R
XZEERBRBRE-

AXSGHFHAEERFEEBERETZS
EEFEZRT, URDESEERRLA
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EWMIA ()
6b. SRAKEEEEREE (M)

6. FINANCIAL INSTRUMENTS (continued) 6.

6b. Financial risk management objectives and policies

98

(continued)

Credit risk (continued)

With respect to credit risk and concentration risk
arising from amount due from a jointly controlled
entity, fellow subsidiaries and associates, the Group's
exposure to credit risk arising from default of the
counterparty is limited as the counterparty has good
reputation and a good history of repayment and the
Group does not expect to incur a significant loss for
uncollected amounts due from these counterparties.

Other than the above, the Group has no other
significant concentration of credit risk, with
exposure spread over a number of counterparty.

Liquidity risk

The Group has net current assets of approximately
HK$342,038,000 (2007: HK$261,585,000) as at
31 March 2008. The Group has sufficient funds to
finance its current working capital requirements
taking into account of the existing banking facilities
and cashflows from operations.

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by management to
finance the Group’s operations and mitigate the
effects of fluctuations in cash flows. Management
monitors the utilisation of bank borrowings from
time to time and is of the opinion that most of
the bank borrowings can be renewed based on the
strength of the Group’s earnings and asset base.
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Notes to the Consolidated Financial Statements
RE M HmR
For the year ended 31 March 2008 #@Z—ZEZEN\E=A=+—RALEE

6. FINANCIAL INSTRUMENTS (continued) 6. ERIEA(H)
6b. Financial risk management objectives and policies 6b. EREAMREEBERBEK (F)

(continued)

Liquidity risk (continued) REELEE (&)

The following table details the Group’s contractual TRFLAEEETESRBE LA LS H
maturity for its non-derivative financial liabilities. B-ZRBEAEERARTAEEERE
The table has been drawn up based on the BryEFABZeRMEBERMBARSRER
undiscounted cash flows of financial liabilities based &l ZEXMBENE  MEEREHRERE -

on the earliest date on which the Group and the
Company can be required to pay. The table includes
both interest and principal cash flows.

Weighted
average Total Total
effective Within 91 days - Over undiscounted carrying
interest rate 90 days 1 year 1year  cash flow amount
il R ARERRE

RRAIZ AN  91BE-F  -FNEL REHE REESE
HK$'000  HK§'000  HKS'000  HK$'000  HKS'000
TAL TATL TAL TAL AL

At 31 March 2008 RZZ2ENE=A=t-H
Creditors & - 744,597 140,596 124995 1,010,188 1,010,188
Amounts due to related companies EREEAANE - 33 - - 33 33
Amounts due to associates FERBENEHE - 609 - - 609 609
Amounts due to minority shareholders & V&R EFE - 1,041 - - 1,041 1,041
Amounts due to fellow subsidiaries ERRZRBARNE - 10,515 - - 10,515 10,515
Bank borrowings RITfER 6.5% 133,292 67,313 6,294 206,899 203,662
890,087 207,909 131,289 1,229,285 1,226,048
At 31 March 2007 RZ22tE=A=+-H
Creditors & - 623,454 3,029 159,488 785,971 785,971
Amounts due to related companies ERBELRNE - 2,906 - - 2,906 2,906
Amounts due to associates B ENEE - 1,401 - - 1,401 1,401
Amounts due to minority shareholders — [Ef V&R EFE - 1,041 - - 1,041 1,041
Bank borrowings BITER 5.5% 174,490 1,476 52,496 228,462 225,905
803,292 4,505 211,984 1,019,781 1,017,224
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For the year ended 31 March 2008 B@Z—ZEZN\FE=A=+—RALEE

6. FINANCIAL INSTRUMENTS (continued) 6. ERIE(H)
6c. Fair value 6c. NT¥HE
The fair value of the Group's financial assets AHEHEZREN AEBSREERS
and financial liabilities, other than available-for- MEBELATENRBEEEMATERL
sale investments, are determined in accordance BABRETSEXZBBRUMBABRSRED
with generally accepted pricing models based on AERE -
discounted cash flow analysis using prices from
observable current market transactions.
Available-for-sale investments are stated at fair value HIHECREZZEFRMSHERATE
by reference to bid prices quoted in active market. ﬁlJ,ﬁE °
The directors consider that the carrying amounts of EERRAEEZ eREERGRAGBERE
the Group’s financial assets and financial liabilities EUBRRECBHEAAARZREEER
recorded at amortized cost in the consolidated NEEBRE -
financial statements approximate their fair values.
7. TURNOVER 7. BXH
Turnover represents the total value of contract work EREBEFAERBEZRESNRBEARAEE
certified, the gross proceeds received and receivable MESHNTREHRIEEL TR RS M W ER & E K
from project management services in connection with Mz RBELE ARKREBFREEE ZRBE K
contract work, and service income from building facilities DT
management rendered by the Group during the year and
is analysed as follows:
2008 2007
HK$’000 HK$'000
FET FHET
Revenue from construction contracts EEE& LW ES 4,853,345 4,325,799
Revenue from project and facilities HE KEEER
management services PR 75 4 59,677 33,530
4,913,022 4,359,329
8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XRBRiHEZD
Business segments E 33l
For management purposes, the Group's operations are Ff%ﬂ%ﬁﬁ EOAKRBECEBREE RAMELE R

currently organized into two operating divisions, namely
Management Contracting and Property Development
Management. These divisions are the basis on which the
Group reports its primary segment information.
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Notes to the Consolidated Financial Statements
e M HmER

For the year ended 31 March 2008 &%

—EENF=ZA=+—HLEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. ¥X¥KRHEDI (&)
(continued)
Business segments (continued) X% o E (&)

In the previous year, the Group's operations were REFE AEBEBZEBDIHR=ZAKES I 5

7]
organized into three operating segments, namely RlREEER HBEEERREER - FR BHE
Management Contracting, Project Management and AEBABEBREBREZY BEERBEHEL

EOMEML FRAABEEERBLRREER D
BAMEBREEDE - o HBLBEHEMES -

Facilities Management. During the year, management
has reorganized the operating segments by grouping
the Project Management and Facilities Management
segments into the Property Development Management
segment as a result of change in the Group’s internal
organizational and management structure. Comparative

segment information has been restated accordingly.

Business segment information for the year ended 31 HE_ZTZZN\F=ZR=+—-HLEFEZEBD:

ok

g

March 2008 is presented below:

EHMEFMT

Property
Management Development
Contracting Management Others  Eliminations Consolidated
REEE YEREEE Hit #8 &4
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THET FAT FAT FAT FAT
TURNOVER EER
External sales HIMEE 4,853,345 59,677 - - 4,913,022
Inter-segment sales P EEE - 4,209 - (4,209) -
Total @t 4,853,345 63,886 - (4,209) 4,913,022
RESULTS ES |
Segment results NEEE 110,999 18,023 - 129,022
Unallocated corporate expenses RPBELERR (61,900)
Other income LU ON 39,377
Finance costs BEKA (9,405)
Gain on disposal of an associate HE-BBE DRz e 3,459 - - 3,459
Share of results of associates BEBENREE
- associates engaged in -EnEEE
property investment ZBE DN - 22,391 22,391
- others - b 6,638 89 - 6,727
Share of results of jointly BL R
controlled entities KEXE 59 - - 59
Profit before taxation BRBLATR 129,730
Taxation BB (9,747)
Profit for the year EERF 119,983
REBEXEEEMRAT 20085 K 101
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For the year ended 31 March 2008 B@Z—ZEZN\FE=A=+—RALEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. ¥KRHESDI (&)
(continued)
Business segments (continued) %752 ()

Inter-segment sales are charged at market price or, where DE 2Bz HERE R E W S (M fEn] 2 E

102

no market price was available, at terms determined and
agreed by both parties.

Property
Management Development
Contracting Management Others Consolidated
REEE YEBREE Hity =E
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TER TET
ASSETS &E
Segment assets NEEE 1,981,852 70,418 - 2,052,270
Interests in associates BERRER 31,299 3,800 35,307 70,406
Interests in jointly controlled HEZ
entities HEER 1,987 - - 1,987
Unallocated corporate assets AOELEEE 508,092
Total assets BEE 2,632,755
LIABILITIES =X
Segment liabilities HEEE 1,821,540 3,570 - 1,825,110
Unallocated corporate liabilities AOBEEEE 269,699
Total liabilities #aE 2,094,809
OTHER INFORMATION HitEH
Capital additions BIRER 4,856 1,602 2,042 8,500
Depreciation of property, ER L NE
plant and equipment ZHE 8,655 762 1,461 10,878
Loss (gain) on disposal of property, HEME - B LR
plant and equipment &8 (la) 28 3) 24 49
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Notes to the Consolidated Financial Statements
e M HmER
For the year ended 31 March 2008 #@Z —ZEZENE=A=+—RHLEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS 8. XBKRHESD (&)

(continued)
Business segments (continued) X% o E (&)
Business segment information for the year ended 31 HEZTZLF A=+ HLEFEZEBES B
March 2007 is presented below: EHEZ250T
Property
Management Development
Contracting Management Others Eliminations Consolidated
REEE YEZREE Hits HeH =Re
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET THIT FHx TR TAT
TURNOVER e
External sales HIMEE 4,325,799 33,530 - - 4,359,329
Inter-segment sales A2 EHE 1,596 12,687 - (14,283) -
Total Bt 4,327,395 46,217 - (14,283) 4,359,329
RESULTS £
Segment results NEEE 58,733 211) - 58,522
Unallocated corporate expenses KB (%Y (48,563)
Other income HipA 33,740
Finance costs BEKAE (7,454)
Share of results of associates NG
- an associate engaged in - —AREMERE
property investment Pl -UNC| - - 71,852 71,852
- others - Hfh 1,299 681 - 1,980
Share of results of jointly B RE
controlled entities BiE£E (642) - - (642)
Profit before taxation BR 1 AT 109,435
Taxation BIE (8,401)

Profit for the year FERA 101,034
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For the year ended 31 March 2008 B@Z—ZEZN\FE=A=+—RALEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS
(continued)

Business segments (continued)
Inter-segment sales are charged at market price or, where
no market price was available, at terms determined and

8. XBRHMESDI (M)

E¥o® (&)
DHWzRZHERERDRTERRE (METH2E
ZHE)REFTEERRAEZ HFREE -

agreed by both parties.

Property
Management Development
Contracting Management Others Consolidated
REEE YEREEE Hitr =E
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FHET THET
ASSETS EE
Segment assets NHEE 1,966,433 27,575 - 1,994,008
Interests in associates BenrEs 29,038 3,376 76,541 108,955
Interests in jointly controlled HEEH
entities HiEER 1,928 - - 1,928
Unallocated corporate assets RAPBRGCEEE 456,480
Total assets BEE 2,561,371
LIABILITIES =N
Segment liabilities HEBE 1,844,278 4,110 - 1,848,388
Unallocated corporate AOEBE
liabilities afE 258,047
Total liabilities BaRE 2,106,435
OTHER INFORMATION HipE R
Capital additions EARER 19,418 1,346 2,129 22,893
Depreciation of property, ERE e
plant and equipment ZIE 7,344 173 1,003 8,520
Loss on disposal of property, HEWME - BRREE
plant and equipment ZEE 979 - 3 982
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e M HmER
For the year ended 31 March 2008 #@Z —ZEZENE=A=+—RHLEE

8. BUSINESS AND GEOGRAPHICAL SEGMENTS

(continued)

Geographical segments

The Group's operations are located in Hong Kong, Macau

and the PRC other than Hong Kong and Maca

u.

The following table provides an analysis of the Group's

turnover by geographical market, irrespective of the

origin of the goods/services:

8. XBRHMEDI (M)

#h & 2 &
AEBZEBUNEE  BPFRPE(FEREM

BN

ZHwEHSB(THE R,/ RBE 2 HRML) 2 AEH
ZEEBEWT

2008 2007

HK$'000 HK$'000

FTER FET

Hong Kong BB 4,083,524 2,784,603

Macau e 765,947 1,553,975
PRC other than Hong Kong PE (BB

and Macau KR FTRR SN 63,551 20,751

4,913,022 4,359,329

The following is an analysis of the carrying amounts of UTREEEZHAEMES S HHoBEERE

segment assets and capital additions, analysed by the

BERERERZAN

geographical area in which the assets are located:
Carrying amounts
of segment assets Capital additions

SHEEREE BERER
2008 2007 2008 2007
HK$°000 HK$'000 HK$'000 HK$'000
FERT FHET THET FHBT
Hong Kong BH 1,302,785 1,097,109 7,030 19,081
Macau P 438,215 668,922 707 -

PRC other than Hong Kong mE (BB
and Macau KORPIERSN) 311,270 227,977 763 3,812
2,052,270 1,994,008 8,500 22,893
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For the year ended 31 March 2008 B@Z—ZEZN\FE=A=+—RALEE

9. OTHER INCOME 9. H#l A
2008 2007
HK$'000 HK$'000
FER FHET
Bank interest income RITH B HBA 9,674 9,883
Interest income on other debtors o FE YRR T2 A B A 29,437 23,483
Imputed interest income on deferred JEUUGEERAE 2
consideration receivable HER B WA 266 374
39,377 33,740
10. FINANCE COSTS 10. @E R &
2008 2007
HK$'000 HK$'000
FHET FAT
Borrowing costs on bank borrowings: MITIERZBEERAR
Wholly repayable within five years ARAFRNEEEE 9,820 10,684
Not wholly repayable within NERRERN
five years 2EEE - 77
9,820 10,761
Less: Amount capitalised in respect of W BAREREH
contracts in progress TRREXRZHEE (415) (3,307)
9,405 7,454
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e M HmER
For the year ended 31 March 2008 #@Z —ZEZENE=A=+—RHLEE

11. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 11. EEREEMS

(a) Directors’ emoluments (a) EEMS
The emoluments paid or payable to each of the six ERNSENANEG(ZEZLE: \R)ESE
(2007: eight) directors are as follows: AZBEWT -
Retirement
Salaries benefit Share-based
and other Discretionary scheme payment
Name of directors Fees benefits bonus contributions expenses Total
HHR RiER NROAER
£33 e Eft iR RERL FEMR  ARZEX &it

HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000
Thr TR TR TAL AL Thr

2008 It 2183
James Chiu HES 750 - - - 109 859
Lau Ko Yuen, Tom 25k 100 - - - 109 209
Mok Yat Fan, Edmond (note i) Bt (#3ti) - 2,980 188 12 502 3,682
Lee Hon Chiu (note ii) ZEB M) - 1,500 94 75 33 1,702
Lee Chack Fan E3-P 500 - - - 109 609
lain Ferguson Bruce lain Ferguson Bruce 550 - - - 109 659
1,900 4,480 282 87 971 1,720
2007 It 3 3
James Chiu BEE 774 - - - - 774
Lau Ko Yuen, Tom ARk 100 - - - - 100
Mok Yat Fan, Edmond (note ) E-(H) - 2,480 300 10 498 3,288
Lee Hon Chiu (note if) ZEHWiti) - 1,500 200 75 67 1,842
Lee Chack Fan 3N 500 - - - - 500
lain Ferguson Bruce lain Ferguson Bruce 550 - - - - 550
Wong Wing Hoo, Billy (note i) &R M) - 145 - 5 135 285
Kwan Chi Ping, Edgar (note v) BT (Wit - 1,548 - 6 24 1,798
1,924 5,673 500 9% 944 9,137

Notes: Biat -

(i) Appointed on 1 June 2006. (i) RZZEERNFNA—HEZE-

(i) Resigned on 1 May 2008. (ii) i

(iii)  Resigned on 30 April 2006. (iii)

(iv)  Appointed on 1 June 2006 and resigned on 6 December (iv)

2006.
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For the year ended 31 March 2008 B@Z—ZEZN\FE=A=+—RALEE

11. DIRECTORS" AND EMPLOYEES' EMOLUMENTS
(continued)

M. EEREEMNS (F)

(b) BEEME
AEBRAFERANREHFABEBELRLRA
—HREFR(ZTTLF ZRESF) REA
TZMEeFBEN EXHME1G) -

(b) Employees’ emoluments
The five highest paid individuals in the Group for the
year included one director (2007: three directors)
of the Company, details of whose emoluments as
directors are set out in note 11(a) above.

HTIOM(ZTTLF: ML) RRFHMAL
(REEEREB) ZEMEWMT :

The aggregate emoluments of the remaining four
(2007: two) highest paid individuals, who are
employees of the Group are as follows:

2008 2007

HK$'000 HK$'000

FBT FHT

Salaries and other benefits B & B Atb 4a A 8,280 3,360

Discretionary bonus B FEAEAT 1,526 185
Retirement benefit scheme RIREF

contributions FTEIHER 118 93

Share-based payment expenses AR BEMA R 2 FAXZ 651 -

10,575 3,638

Their emoluments were within the following bands: BEMSRALT -

Number of employees

BEAR
2008 2007
HK$1,500,001 to HK$2,000,000 1,500,001;8 7L £2,000,000/8 7T 1 2
HK$2,500,001 to HK$3,000,000 2,500,001#7C% 3,000,000/ 7T 2 -
HK$3,000,001 to HK$3,500,000 3,000,001#7T% 3,500,000/ 7T 1 -
4 2

FA - AEETENLUESHEAB (BEESR)
XM A ERMAREE LN IMAREEF 2
R RERBEREE - U FAMELIWES
MELAHE -

During the year, no emoluments were paid by the
Group to the five highest paid individuals, including
directors, as an inducement to join or upon joining
the Group or as compensation for loss of office.
In addition, none of the directors has waived any
emoluments during the year.
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12. TAXATION 12. Bi1E
2008 2007
HK$’000 HK$ 000
FHET FHET
The charge comprises: THBEE
Current tax: NERFRIA
Hong Kong Profits Tax BEFEH - 125
Overseas tax INIE 8,644 9,109
8,644 9,234
Under(over)-provision in prior years: @FFEETRE (Z5F) &
Hong Kong Profits Tax BBEFEH - (268)
Overseas tax BN IE 1,103 (565)
1,103 (833)
Taxation attributable to the KRR REWB AR
Company and its subsidiaries FEMLBi1E 9,747 8,401
No tax is payable on the profit for the year ended 31 HRERT RFAE 2 HBEAFBIEERMEHE
March 2008 arising in Hong Kong since the assessable MBEEZ-_ZTTN\F-A=+—HLEERAESTH
profit is wholly absorbed by tax losses brought forward. A WA ERFETRIE - BAFEH IR
Hong Kong Profits Tax is calculated at 17.5% of the BEHE-_ZTLF=-A=1+—BLFEMHTER
estimated assessable profits for the year ended 31 March FlimFi217.5% 5T & °
2007.
Overseas taxation is calculated at the rates prevailing in BOMNRELRBESE@RAEERZBITREGTE -

the respective jurisdictions.
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12.

110

TAXATION (continued)

The taxation charge for the year can be reconciled to
the profit before taxation per the consolidated income

statement as follows:

12. BE ()

MZEBRWAT

ARERZBAHRESKER

P 51 22 B B¢ A i

2008 2007
HK$’000 HK$'000
FHExT FAT
Profit before taxation B 5t B A 129,730 109,435
Tax at Hong Kong Profits Tax REBMNEHMEGE
rate (Note) ZBE (M iE) 22,703 19,151
Tax effect of share of results of BN E N R HEE IS S
associates/jointly controlled entities 2B (5,106) (12,808)
Tax effect of expenses not deductible FEBEHS 75 E S A 0R A 2
for tax purpose 2GR 7,424 6,297
Tax effect of income not taxable B EBERBUA
for tax purpose B R (9,342) (3,309)
Tax effect of deductible temporary RERAHRE 5
difference not recognised 2R 62 1,471
Tax effect of utilisation of deductible B) R SE R R FERR
temporary difference previously Z AR E R = E
not recognised 2R (121) (240)
Tax effect of tax losses not RERT G EE
recognised 2RI E 6,667 7,571
Tax effect of utilisation of tax losses AL ARG EE
previously not recognised LB R (11,789) (6,635)
Tax effect of different tax rates of REM AR
subsidiaries operating in KEEB 2B AT
other jurisdictions ZARAMEZ MG E (1,854) (2,264)
Under(over)-provision in prior years MEFEDR (Z5) BB 1,103 (833)
Taxation charge for the year FEZRIEX N 9,747 8,401
Details of the deferred taxation are set out in note 33. BIERIA 2 S IE &R IFE33 -
Note: The applicable tax rate is the tax rate in Hong Kong of Mt REBZERRENARLZREEE WEABEARSE

17.5% where the taxable profit of the Group is substantially

generated.
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13. PROFIT FOR THE YEAR 13. FERF
2008 2007
HK$'000 HK$'000
FHxT FHET
Profit for the year has been arrived  FEEFIE
at after charging: kR -
Auditor’s remuneration ¥ EMEN & 3,238 2,957
Depreciation of property, plant and ¥ « B RBEZITE
equipment (note (b) below) (FXHaEmb)) 8,670 7,029
Impairment loss recognised in respect 2 5 & E 8 W BR3¢
of trade and other debtors 2 BHERBEEE
(note (a) below) (X B at(a) 234 427
Loss on disposal of property, HEWE - B R
plant and equipment 2B 49 982
Operating lease rentals e itkokitkn
(note (c) below) (FXHiat(c) 17,460 11,695
Release of prepaid land lease ERBEMNTmEE
payments FIB 575 575
Staff costs (note (d) below) BT X H (FXH () 110,179 103,824
Share of taxation of associates B(REE AR 2R
(included in share of results (B R
of associates) R l/NETE S ) 5,040 16,314
and after crediting: WEFA -
Exchange gain M H i 8,946 1,328
Notes: e -
2008 2007
HK$'000 HK$'000
FHExT T
(a)  Impairment loss recognised in respect of: (a) EHERREEEWT :
Trade debtors RN 5 BR IR 134 109
Other debtors A U AR SR 100 318
234 427
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For the year ended 31 March 2008 #@Z—ZEZEN\F=A=1+—RHLLEE

13. PROFIT FOR THE YEAR (continued)

112

Notes: (continued)

et o (%)

13. FE&HN (&)

2008 2007
HK$'000 HK$'000
FaT FHET
(b)  Depreciation of property, (b) W3 - W ERE
plant and equipment: ZHTE
Owned assets BERE 10,878 8,520
Less: Amount capitalised in respect of B BRERESHIR
contracts in progress BR 85 (2,208) (1,491)
8,670 7,029
(c)  Operating lease rentals in respect of: (0 EEHEHHED :
Premises LIS 17,623 11,476
Plant and machinery A N i 2% 45,897 10,926
63,520 22,402
Less: Amount capitalised in respect of W BARERANIRE
contracts in progress BEARZHEB (46,060) (10,707)
17,460 11,695
(d)  staff costs: (d) BIXZi:
Directors’ emoluments (note 11) EEME (WaFET1) 7,720 9,137
Other staff costs: HMBE T HH -
Salaries and other benefits Sl & E AtnrE 338,868 288,611
Retirement benefit scheme contributions, RIRAE R ET B AR
net of forfeited contributions of (N 228 U 2 #£30906,000/8 7T
HK$906,000 (2007: HK$1,808,000) (ZTZ 4 1,808,000 7m)) 14,496 8,737
Share award payment expenses LA B& A7 8218 < 15 3k 2 R 32 675 -
Share-based payment expenses LARRAD BB R 2 X 3,726 144
365,485 306,629
Less: Amount capitalised in respect of W BFRERAHNTIIR
contracts in progress BRZHEH (255,306) (202,805)
110,179 103,824
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14. DIVIDENDS 14. B2
2008 2007
HK$’000 HK$'000
FET FHET
Dividends recognised as distributions RERNERBMARA]
to equity holders of the Company ZE=ERFAA
during the current year: DIRZ RS
Interim dividend paid for BR=ZZZNFHEHRKRE
2008 — 3.5 HK cents —&h&3.581L
(2007: 3.5 HK cents) (ZZZ+F : 3.581)
per share 20,843 20,395
Final dividend paid for BR-ZZETLFRARE
2007 - 5.5 HK cents — B R5.57%8(
(2006: 5.0 HK cents) ZETREF 5.08M)
per share 32,538 29,098
53,381 49,493
Dividends proposed: RS -
Final dividend proposed for BEZZT N\FRARKRE
2008 - 5.5 HK cents —BRR5.581L
(2007: 5.5 HK cents) (ZZEZ+F: 5.58)
per share 33,072 32,428

Of the dividends paid during the year, approximately

FRATIKRKEF 4 HF5085000Ft( =F

ﬁ

HK$5,085,000 (2007: HK$638,000) and HK$648,000
(2007: HK$4,834,000) were settled in shares under
the Company’s scrip dividend schemes announced by
the directors of the Company on 20 July 2007 and 14
December 2007, respectively, and were credited to the
accumulated profits of the Company during the year.

The amount of the final dividend proposed for the year
ended 31 March 2008, which will be in scrip form with
a cash option, has been calculated by reference to the
601,312,066 issued shares as at the date of this report.

% 638,000/ L) 648,000 L (Z T T L& :
4,834,000 ) NIRBALRAEZD IR -_EZ
tFELtAZ+TBEEZZTELEF T A THBAAM
ZARRARUBRBAHBUBRG I WEBEDR
FRNBEARRBREHHEF

BE_ZTZN\F=ZA=Z+-"BLEFEEZRIUK
REZRRSBEER KPR BBEADIZRASF
#HEH601,312,066K 2 EITR M E -
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15. EARNINGS PER SHARE 15. BR 2 F

ARREERBARGEZERERARBERNT)
BRI TIBEAE

The calculation of the basic and diluted earnings per
share attributable to the equity holders of the Company

is based on the following data:

2008 2007
HK$’000 HK$'000
FERT FHT
Profit for the year attributable to AEERERREERT
equity holders of the Company ZARRNEERE
and earnings for the purposes BB AES
of basic and diluted earnings per share FEmF 119,479 112,621
Number Number
of shares of shares
RHEHE SnEid=
Weighted average number of ATEGRERZF
ordinary shares for the purposes R
of basic earnings per share hniE - 2 592,827,841 |583,110,679
Effect of dilutive potential HEBRZ
ordinary shares: BEEETE
Share options B R 3,185,554 612,936
Weighted average number of AEEREEATN
ordinary shares for the purposes gl
of diluted earnings per share hnHE 15 8 596,013,395 |583,723,615
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For the year ended 31 March 2008 B@Z—ZZN\F=A=1+—HLFE

16. PROPERTY, PLANT AND EQUIPMENT 16. W% - W KR RE

Furniture,
fixtures and
Plant and Motor computer
Buildings ~ machinery vehicles  equipment Total
RE - #E
BF  BEREE RE  REKRE ok
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET TET FEL THT THT
CosT B
1 April 2006 RZET FNA—H 759 55,129 17,093 33,840 106,821
Translation adjustment [ 5 50 % 32 1 14 20 67
Additions NE - 13,062 5,071 4,760 22,893
Disposals HE (791) (9,106) (1,549) (912) (12,358)
At 31 March 2007 RZZEZLE=A=+—H - 59,086 20,629 37,708 117,423
Translation adjustment R A - - 331 104 435
Additions NE - 3,186 1,420 3,894 8,500
Disposals HE - (964) (1,175) (612) (2,751)
At 31 March 2008 RZEZNFE=A=+—H - 61,308 21,205 41,094 123,607
DEPRECIATION ?ﬁé
1 April 2006 RZET FMA—H 195 40,111 14,637 29,041 83,984
Translation adjustment [T 9 - 7 12 28
Provided for the year AERRE 19 5,076 983 2,442 8,520
Eliminated on disposals HE R (223) (8,051) (1,201) (824) (10,299)
At 31 March 2007 RZEZLE=A=+—H - 37,136 14,426 30,671 82,233
Translation adjustment BE 31,50 B - - 60 33 93
Provided for the year AEERE - 5,945 1,736 3,197 10,878
Eliminated on disposals &R - (911) (1,175) (572) (2,658)
At 31 March 2008 RZEZNFE=A=+—H - 42,170 15,047 33,329 90,546
CARRYING VALUES REWE
At 31 March 2008 RZZEENE=ZA=+—H - 19,138 6,158 7,765 33,061
At 31 March 2007 “ZE+F=A=1+—H - ,950 6,203 7,037 35,190
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16.

17.

116

PROPERTY, PLANT AND EQUIPMENT 16.

(continued)

The buildings were held under medium-term land use
rights in the PRC.

The above items of property, plant and equipment are
depreciated on a straight line basis at the following rates

per annum:
Buildings Over the lease term of the
land on which the buildings
are located or fifty years,
whichever is shorter
Plant and machinery 10%
Motor vehicles 20%
Furniture and fixtures 20%
Computer equipment 333;%
PREPAID LAND LEASE PAYMENTS 17.

The Group's prepaid land lease payments represent
leasehold interest in land in Hong Kong held under
medium-term leases and are analysed for reporting
purposes as follows:

MR- BB RE (R

BFENFEMATEH L ERESE -

Fai s - B NRRB T AERIER T I F EE

RIEF PR 3 2 A B Sk
B+F AREERE

HirE

EF

W B M B3 10%

"RE 20%

RAREE 20%

BB 33',%
EA A ERE

AEEZENLHBEEREELNEE 2T HHE

Htw HEMBBOmMOMAT

2008 2007

HK$'000 HK$'000

FExT FET

Non-current assets ERBEE 21,986 22,561
Current assets MEEE 575 575
22,561 23,136
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For the year ended 31 March 2008 B@Z—ZZN\F=A=1+—HLFE

18. GOODWILL 18. &
HK$'000
FHET
COST RAE
At 1 April 2006 and RZZETREFMA—AR
31 March 2007 —EELFE=A=+—H 61,646
Arising on acquisition of subsidiaries A Ui B B /B R B T EE A 2,323
At 31 March 2008 RZBEZENF=ZA=+—H 63,969
AMORTISATION AND IMPAIRMENT BERREE
At 1 April 2006, RZEZRFNA—H -
31 March 2007 and 2008 TR FER BT NF=ZRA=F+—H -
CARRYING VALUES REE
At 31 March 2008 RZZEZENF=ZA=+—H 63,969
At 31 March 2007 RZBEZE+F=ZA=+—H 61,646

For the purpose of impairment testing, the carrying
amount of goodwill at 31 March 2008 has been
allocated to the management contracting and property
development management’s cash generating units
("CGUs").

The recoverable amount of the above CGUs has been
determined based on value in use calculations. The
Group prepares cash flow forecasts derived from the
most recent financial budgets approved by management
for the next two years and extrapolates cash flows for
the following five years with a steady growth rate of 5%.
The rate used to discount the forecast cash flows is 9%.
The value in use calculations is calculated based on the
budgeted gross margin, which is determined using the
unit's past performance and management’s expectations
for the market development.

RBEBAAZAESN R-_ZZN\F=ZA=+—H
CHBEHECRAAREERRMERRERE
EReEM([EREM]) -

W

Bz WEEBERDENREERATBEES
;%;"ZK;%.FE%E%%Z@%@M%E?EUE%QEt'iﬁ/\/@\
ROBMBARRKRF 2V HREE  TURTFHEE
ZopMEHRAFZIREMNE - AUBRERAR
EMZHEERARI% - EATBEDIZEEERG
H OMEEEMUEZEL2BERERERA
BHEMBERZBMEMETE
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19. OTHER INTANGIBLE ASSETS 19. Ht B EE
2008 & 2007
HK$'000
FHET
Other intangible assets comprise: Hih I\ EEBE
Club membership in Hong Kong, at cost BERECEMEE  RKAE 7,000
Motor vehicle registration marks, at cost TE BN - IR AE 240
7,240
The above intangible assets have indefinite useful FTHEEEEE T RENTRSH EERA &
lives. The directors are of the opinion that the club ek REELR B BEEZ LI RE2ELH
membership and motor vehicle registration marks worth MHEBRRZREE -
at least their carrying amounts by reference to latest
market prices.
20. INTERESTS IN ASSOCIATES 20. BHE AR RER
2008 2007
HK$'000 HK$'000
FHET FET
Cost of unlisted investments /NS E i)
in associates EBHERE Z KA 54,626 34,373
Share of post-acquisition reserves, BB R FEE
net of dividends received HRR 2 WCEAR B 15,780 74,582
70,406 108,955
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20. INTERESTS IN ASSOCIATES (continued)

The combined summarised financial information in

20. B D A R ()

AEEBRERATZABAGHMBENRZINED

respect of the Group’s associates is set out below: T~
2008 2007
HK$'000 HK$'000
FET FET
Total assets BEE 444,357 343,070
Total liabilities waE (258,084) (94,349)
Net assets BEFE 186,273 248,721
Group’s share of net assets NEE (R

of associates NEIEERE 70,406 108,955
Turnover EERE 890,943 26,513
Profit for the year FERH 72,784 147,994

Group's share of profit of REBEBEHE QT
associates for the year < FE 29,118 73,832

Particulars of the Group’s principal associates at 31
March 2008 are set out in note 43(b).

AEEZEIEBHERRAN_ZTZNF=ZA="+—

B Z F BN M FE43(b) -
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21. INTERESTS IN JOINTLY CONTROLLED ENTITIES

21. HEEH B ER

2008 2007
HK$'000 HK$'000
FER FH&T

Cost of unlisted investments in HENEIMAEIE E
jointly controlled entities BHIRE Z KA - -

Share of post-acquisition reserves, BB RS

net of dividends received HBR B WEUR B 1,987 1,928
1,987 1,928

The combined summarised financial information in

AEEAREHERE BB HUBERBTZS

respect of the Group’s jointly controlled entities is set out ;T
below:
2008 2007
HK$’000 HK$'000
FER FAT
Total assets BEE 11,279 11,437
Total liabilities waE (7,305) (7,580)
Net assets BEFE 3,974 3,857
Group’s share of net assets of INER B (G A R
jointly controlled entities i EEFE 1,987 1,928
Turnover EERE - 7,798
Profit (loss) for the year FERF (EE) 117 (1,283)
Group’s share of profit (loss) of ISR B (G 2 R s
jointly controlled entities 2w F (E18) 59 (642)

Particulars of the Group’s principal jointly controlled
entity at 31 March 2008 are set out in note 43(c).
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22. AVAILABLE-FOR-SALE INVESTMENTS 22. AtHEZRE

2008 2007
HK$’000 HK$ 000
FHET FHE&T
Equity securities listed in Hong Kong, BERELEMCRAE S -
at fair value BATE 343 732
23. DEFERRED CONSIDERATION RECEIVABLE 23. EWIEZERE

REBE-_ZTXF=ZA=+—-BLLFERN K&
EEHEMEANEERTEREHZMBARTE
DRPER TR m(FE) AR LR RE MR R L&
mARAFR - HEMREAR19,000,000% T - # A
BRFRZZTENF AL ZAABR I -

During the year ended 31 March 2006, the Group
disposed of two subsidiaries, namely Unicon Concrete
Products (HK) Limited and Hamker Concrete Products
Limited, which were engaged in the manufacturing and
trading of concrete products. The consideration for the
disposal was HK$19,000,000 which will be settled in
cash by the purchaser on or before October 2009.

EAEERMEENBRARREBZ —BMH  EERE
15,000,000 L BHEF B T NF+ A=+

As part of the consideration for the above disposal of the
subsidiaries, a deferred consideration of HK$15,000,000

is to be settled in cash by the purchaser under four
annual installments commencing from 30 October 2006.
The fair value of the deferred consideration at date of

BREFSNAUNREHEF -  EEREROFH#
RAMZAFERGBI ARSI RIZFERIRUR
MEE - BHFEBEDRERALLE - H2HBE M

initial recognition is determined based on the estimated MAMZEREEBERAT :
future cash flows discounted at 3% per annum. The
amount is unsecured and interest free. The carrying
amounts are analysed for reporting purposes as follows:
2008 2007
HK$'000 HK$'000
FHERT TR
Non-current assets FERBEE 2,863 6,597
Current assets (included in debtors, REVEE (Dt AEWER -
deposits and prepayments) sl RIENFIE) 7,932 3,932
10,795 10,529
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4= A

24. B () BEFEHNIRIMEA

24. AMOUNTS DUE FROM (TO) CUSTOMERS

FOR CONTRACT WORKS
2008 2007
HK$'000 HK$'000
FHET FET
Contracts in progress at the REERZ
balance sheet date: EEIRE:
Contract costs incurred to date BEEZHZTIRRER 47,493,394 43,566,229
Recognised profits less recognised KRR R AR
losses KRR IEE 1,336,681 1,217,200
48,830,075 44,783,429
Less: Progress billings B EE AT (49,432,928) | (45,598,340)
(602,853) (814,911)
Represented by: Ehas:
Amounts due from customers for EREFEH
contract works TREHE 201,589 223,637
Amounts due to customers for EREFEH
contract works T2 (804,442) (1,038,548)
(602,853) (814,911)
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25. BRI RBARE
AEEARERER 2 EERNEEZIEPER

25. DEBTORS, DEPOSITS AND PREPAYMENTS

The Group’s credit terms for its management contracting
business are negotiated at terms determined and agreed
with its trade customers. The average credit periods are
ranging from 60 days to 90 days.

Included in debtors, deposits and prepayments are
trade debtors, net of allowance for doubtful debts, of
approximately HK$723,707,000 (2007: HK$774,864,000)
and their aged analysis is as follows:

KAls o FHEEHTI60HE90BT%

FEURBE K~ BT & RTEMRIEEF A 4723,707,000
BIL(ZTTAF 1 774,864,000/ 7T) 2 & 1 6 12
IREEEGEZERESER  MERRITHET

2008 2007

HK$’000 HK$'000

FERT FABT

Within 90 days 90H A 664,994 710,344
More than 90 days and B3890 H

within 180 days BR1808 & 89 15,521

More than 180 days Hi®180H 58,624 48,999

723,707 774,864

At 31 March 2008, retentions held by customers
for contract works amounting to approximately
HK$511,560,000 (2007: HK$477,403,000) were
included in debtors, deposits and prepayments, of which
approximately HK$249,651,000 (2007: HK$239,707,000)
are expected to be recovered or settled in more than
twelve months from the balance sheet date.

The Group maintains a defined credit policy to assess the
credit quality of the trade customers. The collection is
closely monitored to minimise any credit risk associated
with these trade debtors.

RZZEENF=ZA=+—RH Bt A\BKREXR -
e REMNREBEAZANIREFRFBAZRES
#)/511,560,000/8 7C (ZZ T+ : 477,403,000
L) E A #9249,651,00008 T ( — T £ F -
239,707,000 0) EEA M AN EHEBA T —

RigEBs B -

AERETAEEERRAFHESEFPZEE
8  WHRTHFERTNEEAETEFEDMAEZ
EEHRUEREEZEERR -

\
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25. DEBTORS, DEPOSITS AND PREPAYMENTS
(continued)

Movement in allowance for doubtful debts of individually

25. BWERA AT R KE (&)

FR EMNEREESBRRERZRERBEED

impaired trade debtors during the year are as follows: BRAT :

2008 2007
HK$’000 HK$'000
FHET FHT
Balance at beginning of the year FUER 3,662 15,076

Impairment losses recognised FANEER
during the year BB EE 134 104
Amounts written off as uncollectible AT Bl 2 e A (2,068) (11,518)
Balance at end of the year FARER 1,728 3,662

The aged analysis of the trade debtors which are past

due but not impaired is as follows:

ERHERREZESRBEERRZERESTNT :

2008 2007

HK$’000 HK$'000

FHET FAT

Within 90 days 90H A 1,833 7,911
More than 90 days and #3890 H

within 180 days {BR1808 A 89 15,521

More than 180 days HiB180H 58,624 48,999

60,546 72,431

The directors of the Company consider that there has
not been a significant change in credit quality of the
trade debtors and there is no recent history of default,
therefore the amounts are considered recoverable. The
Group does not hold any collateral over these balances.
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25.

26.

DEBTORS, DEPOSITS AND PREPAYMENTS
(continued)

Included in debtors, deposits and prepayments is an
amount of approximately HK$222,722,000 (2007:
HK$176,753,000) which mainly represents advances
made to an independent third party in previous years.
The amount has no fixed repayment terms and carries
floating-rate interest at the benchmark lending rate
as announced by the People’s Bank of China plus 8%
per annum which is approximately of 15.5% (2007:
14.4%) per annum during the year and is secured by
properties interest in the PRC. Fair value of the relevant
properties interest as at 31 March 2008 is approximately
RMB422,752,000 (2007: RMB326,672,000) according
to a valuation report issued by an independent property
valuer. In the opinion of the directors, the amount will
be recovered in the next twelve months from the balance
sheet date.

AMOUNTS DUE FROM (TO) RELATED
COMPANIES

25.

FEWERM - FTE RAMNKIE (&)

FAREKER T RENKREDLN A
222,722,000 0 ( —ZF T + 4 : 176,753,000/
TMZHE TEREREEENTBILE=F2
B ZAEERATEINAKFBRARRITT
B QM 2 BERREEF R MN8% F F X (FRZFF
EHRBIS5% (ZTTLF 1 14.4%)) 5t E - WA
EHRBzERSIERER - REBEBIWEME
MEtrmERS HEVERSR_ZZTNF
=BR=+t—HZAFEHAAREA22,752,000
T(ZZEZTLF: AR¥326,672,0007T) - EFR
B BRPBEBATRGEERETZEARKE -

26. B () EELQFAKRE

Due from Due to
s B
2008 2007 2008 2007
HK$'000 HK$'000 HK$'000 HK$'000
FTHERT FET FERT FAT
Associate of ITC EHEPEEEBERAT
Corporation (MEERED
Limited (“ITC") ZHEE A 1 8 - 2,906
ITC and its subsidiaries EHECERAMB AT - 318 33 -
Parona Limited Parona Limited - 106 - -
1 432 33 2,906

ITC is a substantial shareholder of PYI. Parona Limited
was a shareholder of an associate, in which certain
close family members of a director of PYI had an equity

interest as at 31 March 2007.

The amounts are unsecured, interest free and repayable
on demand.

EHEDLEABPYIZEEZRE o Parona Limited & —

R

BlZBRE  MPYI-REREETHRRZ

TTLE= A=+ AREA B RARES -

EERAREER RERANEREEE -

REZXEEMERAT 200853
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27. AMOUNTS DUE FROM (TO) ASSOCIATES/
A JOINTLY CONTROLLED ENTITY/FELLOW
SUBSIDIARIES/MINORITY SHAREHOLDERS

The amounts are unsecured, interest free and repayable
on demand.

28. LOAN RECEIVABLE

The amount was receivable from a shareholder of an
associate of the Group and was secured by shares in that
associate, interest free and repayable on demand as at
31 March 2007 (2008: Nil).

29. LOAN TO A RELATED COMPANY

The amount represented loan to Parona Limited. The loan
was secured by shares in the associate held by Parona
Limited, interest free and repayable on demand as at 31
March 2007 (2008: Nil).

30. PLEDGED BANK DEPOSITS, SHORT TERM
BANK DEPOSITS AND BANK BALANCES

The pledged bank deposits represent deposits pledged to
banks to secure general banking facilities granted to the
Group with maturity within one year of the balance sheet
date and are therefore classified as current assets.

The pledged bank deposits and short term bank deposits
are with maturity date of less than three months and
carry floating interest rates ranging from 0.75% to
2.15% (2007: 2.5% to 4.5%) per annum. The bank
balances carry prevailing market rate ranging from 0% to
0.86% (2007: 0% to 2.75%) per annum.

126 PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2008

27.

28.

29.

30.

B () BEQR —BHEZEHEE
SERNEBAR DHRRAREA

B

EHERBREBEEREM 2EREARERKEE -

B

P& W & 3K

FZRERERAEE —HBE AR ERRAEL
NBBERRERNZBERBMFE 2R MIERR
RIZZELFZA=ZFT - HARAREBLENEREK
BE(ZTTNE :E)-

ET-HBREARAZER

BRARERKXRE FParona Limitedz ER - BHE
K LAParona Limited A iZ & AR FTIF B 2 D 1E
EH R-ZTLHF-A=-+-—BARETAR
EXREE(ZESNF &) -

EEARITER EPRITERRRT

EEMRTERERERETAEE 2 —RIIRTT
FEEMEBTRITZEFR JHABREZAL—
FAEMBEINIERBDERE

ERFRTEFEAREHRITEXRINAAE LN =
HABEMESFHRIS%E2.15% (ZTT L F ¢
25%%4.5%) ZF BT E - RITHERMFRTT
BRREEHRO%ESE% ( — T LF 0%E
2.75%) °
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31. CREDITORS AND ACCRUED EXPENSES 31. BRBRRKRETEX

Included in creditors and accrued expenses are trade
creditors of approximately HK$464,942,000 (2007:
HK$343,690,000) and their aged analysis is as follows:

FE A BR SR X FE 5T R 2 B 5T A £9464,942,000% 7T
(T ZT L4 :343,690,000/6 T) 2 EH & 5 &
o mER&ESTAOT

2008 2007

HK$’000 HK$'000

FERT FABT

Within 90 days 90H A 444,549 325,921
More than 90 days and HBiE90H

within 180 days BR1808 & 7,362 4,184

More than 180 days HHiE180H 13,031 13,585

464,942 343,690

The average credit period on purchases of goods are
ranging from 60 days to 90 days. The Group has financial
risk management policies in place to ensure that all
payables within the credit timeframe.

At 31 March 2008, retentions held by the Group
for contract works amounting to approximately
HK$392,298,000 (2007: HK$320,800,000) were
included in creditors and accrued expenses, of which
HK$124,995,000 (2007: HK$159,488,000) are expected
to be paid or settled after more than twelve months from
the balance sheet date.

REMMZFHEENROBEIRAIE - AE
ERMTREREBRE  UBRZZFEMNER
BT o

RZZEZENF=ZA=+—8" Bt ABFERK
BARATXAREEMBAEZANIRRE SN
#3392,298,000%% jT ( — T & + 4 : 320,800,000
A or) - H #124,995,00008 L ( — T E + F
159,488,000 L) MEA N & E BT EB@E + =
BEABINEEEE -
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H xh

32. BANK BORROWINGS 32. RITER
2008 2007
HK$’000 HK$'000
FHET FAT
Bank borrowings comprise: RITERBIE
Bank loans RITEN 203,662 205,473
Bank overdrafts RITHEX - 20,432
203,662 225,905
Analysed as: DR
Secured BEA 40,758 97,493
Unsecured AR 162,904 128,412
203,662 225,905
The bank borrowings are repayable as follows: WITIERZEERSRNT
2008 2007
HK$'000 HK$'000
FERT FAT
Within one year or on demand —FRNR B m A EE 197,715 174,407
More than one year, but not BiE—F
exceeding two years BR8N F 1,551 45,551
More than two years, but not FEBME
exceeding five years BRERAAF 4,396 4,654
More than five years HBAAF - 1,293
203,662 225,905
Less: Amount due within one year B —FRE|
or on demand shown under RBAMEER
current liabilities PIERB B B2 FIA (197,715) (174,407)
Amount due after one year —FIEB|E 2 A 5,947 51,498

The Group's bank borrowings carry floating-rate interest
from HIBOR plus 0.6% to the benchmark lending rate as
announced by the People’s Bank of China from time to
ranging from 2.29% to 7.47% (2007: 4.67% to

time,
7.75%) per annum.
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32.

33.

BANK BORROWINGS (continued)

The secured bank loans are secured by the Group's
bank deposits of approximately HK$34,269,000 (2007:
HK$42,601,000), property, plant and equipment with
carrying value of approximately HK$9,325,000 (2007:
HK$10,411,000) and charges over the Group's benefit

from certain construction contracts.

DEFERRED TAXATION

The following are the major deferred tax (assets)
liabilities recognised and movements thereon during the
current and prior years:

(H xh

32, SRITIER (&)

WITERTYAAREE 2 B 1717 5K 434,269,000
BIT(ZZTZT+F 42,601,000 7C)  EEELD
9,325,000 L (ZZTZ 4 110,411,000 70) 2
ME BEEREURAERE TREAHNESE

Z M EEA -

33. BB A

REAFEERNEIFEEHACETERERE(E
E)RBEAREHZSHOT

Recognition

Accelerated of

tax Tax contracting
depreciation losses income Total
bz EHNIRE
TEHRK RIEEE WA TR =51
HK$'000 HK$'000 HK$'000 HK$'000
TET TR TR TR
At 1 April 2006 RZZEZERFWOA—H 3,813 (1,957) (1,856) -
(Credit) charge to RERE Wz &R
consolidated income (FtA)
statement ek 1,377 (2,146) 769 -
At 31 March 2007 R-_ZET+FE=A=+—81 5,190 (4,103) (1,087) -
(Credit) charge to RERE RS R
consolidated income (8t A)
statement ek (124) (150) 274 -
At 31 March 2008 R-ZZEZNF=ZA=+—8H 5,066 (4,253) (813) -

For the purpose of balance sheet presentation, the above
deferred tax assets and liabilities have been offset.

At 31 March 2008, the Group had unused tax losses of
approximately HK$435,180,000 (2007: HK$601,024,000)
available for offset against future taxable profits. A
deferred tax asset has been recognised in respect of
approximately HK$24,303,000 (2007: HK$23,444,000)
of such losses. No deferred tax asset in respect of the
remaining tax losses has been recognised due to the
unpredictability of future profit streams. The unused tax
losses may be carried forward indefinitely.

RATBEEEBERZY LABRERBEEERAR
BT -

RZEZNF=ZA=+—RH  A5EEBHXRHA
i 15 /5 18 49435,180,000/ o ( = & & + F ¢
601,024,000 7t) 7] FA LA 85 R SR FE AR Bl ) ©
Bttt 548 B W R IE RE A 18 & & 4924,303,000%8
TL(ZZTZ 1 123,444,000 70) - AR K &L
TE AR A I AROR - A S [ A L RR R  UES E
RELERIEEE - RPAVBEBAT T ERBE
[
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34. SHARE CAPITAL 34. A&
Number of
shares Amount
RDEE W
HK$'000
FAET
Ordinary shares of HK$0.50 each: BREE0.50B T LB -
Authorised: EE
At 1 April 2006, 31 March 2007 RZZEZERFHNA—H -  ZZT+F
and 31 March 2008 —AZ+—BRZZEENFZA=+—H 1,000,000,000 500,000
Issued and fully paid: ERTRAR
At 1 April 2006 H-EEXFEMA—A 581,958,779 290,979
Issue of new shares pursuant to BE AR S5 S
scrip dividend schemes BT 6,140,330 3,071
Issue of new shares under share RIEEARER 2
option scheme BAITHR 1,500,000 750
At 31 March 2007 R-ZZEZ+tF=A=+—H 589,599,109 294,800
Issue of new shares pursuant to RIR AR EFTE
scrip dividend schemes BT 4,412,957 2,206
Issue of new shares under share RE B R E S
option scheme BT 3,286,000 1,643
At 31 March 2008 RZZEZENF=A=+—H 597,298,066 298,649
During the year, the following changes in the Company’s FRN - AAFRRAGHEATE
share capital took place:
(a) Pursuant to the scrip dividend schemes which were @) BBRAARR-_ZEE+E+A=-+HAEK=Z

SELE+-ATHARHZABRRBETE -
ARARZZZEZELF+ATHRBERZZTZEN
F - AMWADRIETT3,925,923B (T =+

announced by the Company on 20 July 2007 and
14 December 2007, the Company issued 3,925,923
(2007: 746,600) and 487,034 (2007: 5,393,730)
new ordinary shares of HK$0.50 each in the 1 746,600%) % 487,034 (Z T+ F :
Company on 15 October 2007 and 4 February 2008 5,393,730/%) B IR E 1E0.50/8 JT 2 A~ 2 &l #
respectively to shareholders who elected to receive TERTEBRDRROURBEBZE T+
FZA=+—"RALFERALRS  RBEE_
TELFRAZTHEANEARHREZR
R UBRREAETZREERIDIZ2EZER
MIHERETE °

scrip dividends in respect of the final dividend for
the year ended 31 March 2007 and the interim
dividend for the six months ended 30 September
2007, respectively. The scrip price under the scrip
dividend schemes were fixed by reference to the
then market prices.
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34. SHARE CAPITAL (continued)

35.

(b)

During the year, the Company issued 3,286,000
new ordinary shares of HK$0.50 each in the
Company at an exercise price of HK$0.70 per
share (for 1,000,000 shares), HK$0.85 per share
(for 1,000,000 shares) and HK$1.00 per share
(for 1,286,000 shares), upon the exercise of share
options of the Company.

All the new ordinary shares issued by the Company

during both years ranked pari passu with the then

existing shares of the Company in all respects.

SHARE-BASED PAYMENT TRANSACTIONS

(a)

Share option scheme of the Company

On 7 September 2005, the Company adopted a
share option scheme (the “Scheme"”) for the purpose
of providing incentive or reward to any employees,
executives or directors of the Group or any invested
entity and any consultant, adviser or agent of any
member of the Group or any invested entity, who
have contributed or will contribute to the growth
and development of the Group or any invested
entity (“Eligible Person”). The Scheme will remain in
force for a period of ten years from that date.

Under the Scheme, the directors of the Company
may at their discretion grant options to any Eligible
Person to subscribe for shares in the Company.
Consideration to be paid on each grant of option is
HK$1.00. The directors of the Company may at their
discretion determine the specific exercise period
which should expire in any event no later than ten
years from date of adoption of the Scheme. The
exercise price is determined by the directors of the
Company and will be at least the higher of: (i) the
subscription price as is permissible under Listing
Rules from time to time; and (ii) the nominal value
of the shares of the Company.

34. B2 (&)

by FA AABETEARAERKREM
ZITEESAR0.70% T (¥ 1 1,000,0004%) -
f%0.85% 7 (% &% 1,000,0008%) & & ik
1.007% 7t (% 1,286,0008%) 2 Bl %174 #
3,286,000 F R EEO0.50/8 L2 AR A FT &
BRL

ZMEAARBETZMBENEBRAES T E A
AAREHCARNDARRMA

35. MR RERARZXR S

(a) AATZBERETE
RZZZEAFAAELH ARBRMH AR
Bergst &) ([ BRE S Umaxgey
AEBSEARERBELEMZAEERR
TRARERBZEIARE  THRABHES
FEMEERBRLAEBEEMKERAFHE
MIRERBZER FAAIRBTEER
AL B B o B8 S B B %
REESBRTF -

REBERESS ARFEZARBREM
REBRALEROBRE SHEMNRBZE
BEFLM1.008 T 2RE ARAREET
BEEETEME  EEEAERT L
THRBENSBEEBRESIERAE A
BAt+F - TREBARAEEFUATIES
EMEE : EPRORE LT R/ AE R FF
ZRIBE  R(i) RARBM ZHEE -
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35. SHARE-BASED PAYMENT TRANSACTIONS

132

(continued)

(a) Share option scheme of the Company (continued)

The maximum number of shares that may initially
be issued upon the exercise of all options to be
granted under the Scheme and any other share
option scheme(s) adopted by the Company must not
in aggregate exceed 10% of the total number of
issued shares of the Company as at its adoption date,
i.e. 57,669,939 shares of the Company. Subject to
the approval of the shareholders of the Company in
general meeting, the limit may be refreshed to 10%
of the total number of shares of the Company in
issue as at the date of approval by the shareholders
of the Company in general meeting. Notwithstanding
the forgoing, the maximum number of shares of the
Company which may be issued upon exercise of all
outstanding options granted and yet to be exercised
under the Scheme and any other share option
scheme(s) of the Company must not in aggregate
exceed 30% of the total number of shares of the
Company in issue from time to time. Pursuant to an
ordinary resolution passed at the Company’s annual
general meeting held on 4 September 2007, the
10% scheme limit was refreshed to 59,159,910,
representing 10% of the total number of issued shares
of the Company as at the date of such meeting.

The maximum number of shares of the Company in
respect of which options may be granted to each
Eligible Person under the Scheme and any other share
option scheme(s) of the Company (including both
exercised, cancelled and outstanding options) in any
12-month period shall not exceed 1% of the total
number of shares of the Company in issue from time
to time unless such grant has been duly approved
by shareholders of the Company at general meeting
at which the Eligible Person and his associate (as
defined in the Listing Rules) abstained from voting.
Options granted to a substantial shareholder and/
or an independent non-executive director of the
Company or any of their respective associates (as
defined in the Listing Rules) in any 12-month period
in excess of 0.1% of the total number of shares of
the Company in issue and have an aggregate value
exceeding HK$5 million must be approved by the
shareholders of the Company at general meeting in
advance.
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35. AR R ERNAR 2 H (&)

(a) AATzBRES S (H)

AR R B AR R 5T B R AN R B BT B AR A ] E At BE
REFETTFTRE2ERENRESSZ 2R
HHA% - AHTERBARARKMKBHSEE
ﬁﬂxf\i@%Qm% B057,669,9390% - 40
BEARAIRRERRAG L& - ZRHE
AEFARNRAIREERTEAEG LALEE R
DRTRHAHZ10% - BEWN - ORE
B8 AR 9 5t B 3 AR A BT A E A BE AR RE AT IR
B R AT 2 P75 B PR M 1T 0 I AT T 3

TZERNEE  AARZITSEBEBTIRHE %
TRDAEZ30% - BE-_ZFZZTLFAAMN

HRETDZARARRBAFRS LABZ LA
SRR - E10% 5T IR 88 ¥ %7 /559,159,910
B ERZAEAMARARBEHITRGEH
210%

WEM+ 8 A HE - BREBRESIEA
AREMEAGEREASTRTENAER
AT ZBRE(BEDTR  BEHRATRE
B IS R2ARBAROEE - KRETE
BBARABTHEHTROEEZ1% @ BRI
HEHBEEECEREBATREBEAL
(EER TR RERZZERRG L&
BARABEREXME  BITZUR - RE
A+ —EABEANAARAEMEZBRR R
SEBUFRTESAREZTE 2 EABRE
AT (EZR LTRA) BOBRAER - 5/
BREBRERS R ZBRMNDBBARBEET
MEZ20.1% N 42 (B 1#385,000,0008 7T 4l
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35. SHARE-BASED PAYMENT TRANSACTIONS 35. MR RERBAARZR S (&)
(continued)
(a) Share option scheme of the Company (continued) (a) AATZBRESTS (])
Details of movements in share options of the RERAF BEEREAERE 2ARQA
Company granted under the Scheme during the fEREZEHFEOAT

current and prior years are as follows:

Number of shares of the Company to
be issued upon exercise of the share options

ERREEGERLTRA2A0TRANE

Out- Qut- Out-
Exercise  standing  Granted  Exerdsed  Llapsed  standing  Granted  Exersed  Llapsed  standing
Date  Vesting price st duing  during  during at duwing  during  during at
Category of grant date Exerciseperiod  pershare 142000  theyear  theyear  theyear 3132007  theyear  theyear  theyear 3132008
Ho%EAE HoF3LE HoEENE
BA- Zhzt-H ZRzt-H
L RhBE GREE k8 SKARE HATR  EARE  ERGR  ERKN  HAGE  EREN  ERAR ERKR WARR
HKS
AT
Tyoel Bl 322006 322006 3.2.2006-69.2015 070 1,500,000 - - - 1,500,000 - {1,000,000) - 500,000
Type ! ZIE 322006 11200 112007692015 085 1,500,000 - - - 1,500,000 - {1,000,000) - 500000
Type s 322006 11.2008  1.1.2008-6.9.2015 100 1,500,000 - - - 1,500,000 - - (1,000,000 500,000
Type IV EVE 022006 922008 92.2008-8.2.2009 090 8,000,000 - - (2.400,000) 5,600,000 - - (2,800,000 2,800,000
TypeV BVE 1372006 1372006 13.7.2006-12.7.2008 100 - 3000000 (1,500,000) - 1,500,000 - (1,286,000 - 14000
Type VI BVE 1372006 1372007 13.7.2007-12.7.2009 100 - 3,000,000 - - 3,000,000 - - (1,500,000 1,500,000
Toel EVIE 137006 1372008 13.7.2008-12.7.2009 100 - 2,000,000 - - 2,000,000 - - - 2,000,000
ToeVIl EVIE 3052007 172007 1.7.2007-30.6.2008 134 - - - - - 1,500,000 - - 1,500,000
Type IX FXE 3052007 172008 1.7.2008-306.2009 134 - - - - - 1,500,000 - - 1,500,000
Type X BXE 305200 922008 92.2008-8.2.2009 134 - - - - - 13,000,000 - (1,700,000 11,300,000
Type XI BXE 862000 172007 17.2007-306.2009 136 - - - - - 2,000,000 - - 2,000,000
Tyoe X EXIE 28122000 162008 1.6.2008-315.2009 140 - - - - - 1,000,000 - - 1,000,000
Toe Xl EXIE 28122007 192008 1.9.2008-31.8.2009 140 - - - - - 600,000 - - 600,000

12500000 8,000,000 (1,500,000} (2,400,000 16,600,000 19,600,000 ~(3.286,000) (7,000,000) 25,914,000

Brercisable at the end of theyear  EERAF4f 20,814,000
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35. SHARE-BASED PAYMENT TRANSACTIONS
(continued)

(a) Share option scheme of the Company (continued)
No options were cancelled during the year.

In respect of the 3,286,000 share options exercised
during the year, the weighted average share price at
the date of exercise is HK$1.30 (2007: HK$1.17).

The fair values of the share options granted during
the current and prior years were calculated using the
Black-Scholes Option Pricing Model (the “Model”)
carried out by Greater China Appraisal Limited and
RHL Appraisal Limited respectively, independent
valuers with no connection with the Group. The
inputs into the Model and the estimated fair values

35. AR R ERNAR 2 H (&)

(a) =R2AZERES (F)
FABETHBRE -

BEENTTE 23,286,000 B AE#E - RiTH H
HZ MEFYREB130EBT(ZET L4
1.1787T) °

SEREFRUZEREZAFEDZREN
m-HREMAEEERX((ZERXDFE
KHAEBEBERE B GAEMEETE
ﬁBEAT&fK%' THEEBAERAF S A
HEIT  ZBEAZAABIR_ZZT+FHA
=+H ZZEZLEHFXRNANBERZZZLF
TR NHBREZBREZ G AFE

of the share options granted on 30 May 2007, 8 BT
June 2007 and 28 December 2007 were summarised
as follows:
Granted on Granted on Granted on
30 May 2007 8 June 2007 28 December 2007
RZEELE RZEZLE RZZRLE
LA=ZTREH AANBRH TZAZTN\RRE
Type VIII Type IX Type X Type XI Type XII Type XIII
EVINE B EXE EXIE EXIE EXIIE
Closing share price at REE B 82 B5
date of grant W HK$1.3178L  HK$1.318L HKS13UET  HK$1.32%T  HKS1.40%TL  HK$1.4087T
Exercise price 1B HK$1.347 T HK$1.3487C  HKS134BT  HKS1.3637T  HKS1.40 T HKS1.40T
Expected volatility BHRE 52% 52% 52% 49% 51% 51%
Expected life BESS 06year®  15years®  12vyears®  1.1years®  1.0year®F  1.0year®
Risk-free interest rate BB E 4.06% 4.33% 4.32% 4.29% 2.54% 2.54%
Expected annual BHFEREE
dividend yield BE 6.87% 6.87% 6.87% 6.82% 6.43% 6.43%
Fair value per FhEkEZ
share option LY@ HK$0.18078 T HK$0.272787L HK$0.255%7T HK$0.217:8 7T HK$0.244 7 HKS0.2447% 7T

ZEAREP —ERUGFABEEAFEZER
EX-BREZEEES TIERRXELBATIRE
BMEETR - WEBARAZETMEY TS
HBREAFEMEFHZGHEEEAZE -

The Model is one of the commonly used models to
estimate the fair value of the option. The value of
an option varies with different variables of certain
subjective assumptions. Any changes in the variables
so adopted may materially affect the estimation of
the fair value of an option.
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35. SHARE-BASED PAYMENT TRANSACTIONS
(continued)

(a)

(b)

Share option scheme of the Company (continued)
The expected volatility used in the Model was
determined by using the annualised standard
deviation of the continuously compounded rate
of return on the ordinary shares of the Company.
The expected life used in the Model has been
adjusted, based on Management’s best estimate, for
the effects of non transferability and behavioural
considerations.

The total estimated fair value of approximately
HK$4,697,000 (2007: HK$1,088,000) with respect
to share options granted to directors and employees
of the Group were charged to the consolidated
income statement during the year.

Share option scheme of PYI

On 27 August 2002, PYI adopted a share option
scheme (the “PYl Scheme”) for the purpose of
providing incentive or reward to any employees,
executives or officers, directors of PYIl and its
subsidiaries or any invested entity and any celebrity,
consultant, adviser or agent of any member of PYI
and its subsidiaries or any invested entity, who
have contributed or will contribute to the growth
and development of PYI and its subsidiaries or any
invested entity (“PYI Eligible Person”). The PYI
Scheme will remain in force for a period of ten years

from that date.

Under the PYI Scheme, the directors of PYl may at
their discretion grant options to any PYI Eligible
Person to subscribe for shares in PYl without
consideration. The directors of PYl may at their
discretion determine the specific exercise period
which should expire in any event no later than ten
years from date of adoption of the PYl Scheme. The
exercise price is determined by the directors of PYI
and will be at least the higher of: (i) the subscription
price as is permissible under the Listing Rules from
time to time; and (ii) the nominal value of the shares
of PYL.

(a)

(b)

35. AR R ERNAR 2R H (&)

AREZBRESTE (&)
FEHEBODAMARAREERZEHK Y FE
AR FEEEZETE - AN IFEHR
MERTREZERZZE  ZEXAMABZE
HEwDREEERE 2R TARE -

BEFA&SEEEREEZHERE 2GR
A 42 584,697,000 T( Z T T + F:
1,088,000 L) ERAFEzHEER TR Z
IR -

PYI&5 B #E 5T &1

RZZEZ_FNAZ+EH  PYIEANER
G EI([PYIREREE]) - ARG ey
PYIREMB AR S EMKEMRBIELERZ
PYIR H M8 A Bl sk (E A 3% & & # 2 £ i f&
B THRABEISRBE EFRAEMANE
AL FEHA BERESREA(PYIEERA
T 1) REBEI SR o PYIRE IR R IS B 7%
HRG&RAERTF -

RIEPYIE ARt E > PYIZE S AT B S AT
PYIEERATEEHBERE BMARDZER
R NEMRE -PYIZEFARIEE
TEEAR - EEEMBERT - Ll ﬁﬁ%@
TERBEPYIBRE S ERMNE B LG
THETEEBPYIZESFUTIRSE ME
ERLRBOBE ETWAEUNTELTZRE
8 (i) PYIIRD 2 EE -
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35. SHARE-BASED PAYMENT TRANSACTIONS
(continued)

(b) Share option scheme of PYI (continued)

136

The maximum number of shares that may initially
be issued upon the exercise of all options to be
granted under the PYl Scheme and any other
share option scheme(s) adopted by PYl must not
in aggregate exceed 10% of the total number of
issued shares of PYI, i.e. 103,674,492 shares of
PYI, as at its adoption date. Subject to the approval
of the shareholders of PYIl in general meeting, the
limit may be refreshed to 10% of the total number
of shares of PYI in issue as at the date of approval
by the shareholders of PYl in general meeting.
Notwithstanding the forgoing, the maximum
number of shares of PYl which may be issued upon
exercise of all outstanding options granted and yet
to be exercised under the PYI Scheme and any other
share option scheme(s) of PYI must not in aggregate
exceed 30% of the total number of shares of PYI
in issue from time to time. Pursuant to ordinary
resolutions passed at the annual general meeting of
PYl'in 2003, 2004, 2005 and 2006, the 10% scheme
limit was refreshed to 10% of the total number of
issued shares of PYl as at the respective dates of
such meetings. Pursuant to an ordinary resolution
passed at PYl's annual general meeting held on 20
September 2007, the 10% scheme limit was further
refreshed to 149,780,440, representing 10% of the
total number of issued shares of PYI as at the date
of such meeting.
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(b) PYIiE R R & (&)

RABPYIRE B 5t 8] R PYIAT £ 4% 4T ] £t B8
REsE FREZEREVNKAIRERS
ZRDBE AR TEBRBPYIREMAHE
BHITRDBE Z10% » B1103,674,4925% °
MEFPYIRRERR ARG L E - ZBREA
EHAPYIRRERR ARG LIEE AB#1T
BRHBEEZ10% - BEWMUI - BIRIEPYIE
P 5 B S PY I (AT EL i B AR R ST B4 H B
RITEZFBEEREETERT TEITZR
MEE - EHEZTBEBPYITRD BEITR
MBBZ30% ° RIBEPYIZZEZ=F - —_F
THOF - —TTRFR-_ZFETEAFRREBAF
ARG LEBRAZEBRER 10% 2 ERE
ERZEeHRTZIEERBENAPYIEH
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NAZHARGZRRABFAE BB E
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35. SHARE-BASED PAYMENT TRANSACTIONS 35. MR BERNR 2R Z (&)

(continued)

(b) Share option scheme of PYI (continued) (b) PYIEERRFESE (E)

The maximum number of shares of PYI in respect of
which options may be granted to each PYI Eligible
Person under the PYI Scheme and any other share
option scheme(s) of PYI (including both exercised,
cancelled and outstanding options) in any 12-month
period shall not exceed 1% of the total number
of shares of PYI in issue from time to time unless
such grant has been duly approved by shareholders
of PYIl at general meeting at which the PYI Eligible
Person and his associates (as defined in the Listing
Rules) abstained from voting. Options granted to a
substantial shareholder and/or an independent non-
executive director of PYl or any of their respective
associates (as defined in the Listing Rules) in any
12-month period in excess of 0.1% of total number
of shares of PYI in issue and have an aggregate
value exceeding HK$5 million must be approved
by the shareholders of PYl at general meeting in
advance.

PAER A+ ZEA MM - BIBEPYIEBRES SR
PYIE ] H b BB BB 5T & Al X T AIPYIA E
BRATZBEE(RECTR  CEHEEKR
TTEBERE) TP R ZPYIRDEE &2 1
SHBPYITNRDETROEE 1% » FIE
WIEHEEECEPYIRERA LT REBEA
T(EER TR KRERRZRRRE L
EBPYIRREAIE  BIAZUER - REM
TZEABEAEMPYIBAEERE R, B
UHEHTEERREZBZIEMBEALCE
FERETRADRBBRES  SMREBK
EARERZBENBEEEETRNDEEZ01%
X # B8 385,000,000 T - AIFEBEER
PYIRRREBRRA® LK -
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35. SHARE-BASED PAYMENT TRANSACTIONS 35. MR RERBAARZR S (F)
(continued)
(b) Share option scheme of PYI (continued) (b) PYIEERRRESTE (E)
Details of the share options of PYI held by a director A R)EEEMPYIHE GRS MR EPYIRE
of the Company under the PYl Scheme which PRAERT R LW A ZPYIBE IR AE A R AR
are granted for the services provided to PYI and FRAFAZHAEZEH ZFBNOT :

movements in such holdings during the current and
prior years are as follows:

Number of shares of PYI to be
issued upon exercise of the share options
ERREEERE TR ZPYIRAHE

Exercise Outstanding  Granted  Exercised Outstanding  Granted  Exercised Outstanding

price at  during during at during during at
Date of grant Viesting date Exercise period ~ pershare 142006  theyear  theyear 3132007  theyear  theyear  31.3.2008
NZBERE Ho2%tE it J1E3
mA-8 Zp=t-8 ZA=t-R
ReRH BERY fik8 SROEE  HAfE  EARE  FAfE HARE ERBR ERfE BAGR
HKS
AT
28.12.2004 28.12.2004  28.12.2004 - 26.8.2012 124 6,500,000 - - 6,500,000 - - 6,500,000
28.12.2004 28.12.2004  28.12.2004 - 26.8.2012 150 6,500,000 - - 6,500,000 - - 6,500,000
8.9.2006 8.9.2006 8.9.2006 - 7.9.2007 248 - 4,600,000 - 4,600,000 - (4,600,000) -
8.9.2006 8.9.2007 8.9.2007 - 7.9.2008 248 - 4,600,000 - 4,600,000 - - 4,600,000
8.9.2006 8.9.2008 8.9.2008 - 7.9.2009 248 - 4,600,000 - 4,600,000 - - 4,600,000
8.9.2006 8.9.2006 8.9.2006 - 7.9.2007 283 - 1,000,000 (500,000)  5000,000 - (500,000) -
8.9.2006 1.8.2007 1.8.2007 - 31.7.2008 243 - 1,500,000 - 1,500,000 - - 1,500,000
8.9.2006 1.8.2008 1.8.2008 - 31.7.2009 243 - 1,500,000 - 1,500,000 - - 1,500,000
18.9.2007 18.9.2007 18.9.2007 - 17.9.2008 3.546 - - - - 3,900,000 - 3,900,000
18.9.2007 18.9.2008 18.9.2008 - 17.9.2009 3.546 - - - - 3,900,000 - 3,900,000
18.9.2007 18.9.2009 18.9.2009 - 17.9.2010 3.546 - - - - 3,900,000 - 3,900,000

13,000,000 17,800,000 (500,000) 30,300,000 11,700,000 ~ (5,100,000) 36,900,000

There were no options granted to any directors and RERTFAMEERMNAEEES REEHAMAK
employees of the Group under the PYI Scheme in SERERE M ERIZPYIZ B8 IR AT 2 X B R
respect of services provided to the Group in the T MBERRNEEGAVBERRERE @PYI 2B
current and prior years and, therefore, no share- RS Z AR AERNRZAX

based payment expense is recognised in the Group's
consolidated financial statements in relation to the
PYI Scheme.

No options were cancelled or lapsed during the year. FAHBETHA DKM BARRE -
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36. ACQUISITION OF SUBSIDIARIES 36. WIE KB A Al

On 11 June 2007, the Group acquired the entire ZZEZLEFRNRAT B AEBNUNFERE
interest in PY Property Consultants Limited (formerly 1,793,000 T E e SR B W EERRE 2 (RE
known as Fexon Property Consultants Limited), PY (Asia EEEEEMARA AR (MEL2EwESEEANE
Pacific) Limited (formerly known as China Land (Asia RAd) RE(EKR)BERAR(AIBER(HEX)
Pacific) Limited) and PY Investments (Samoa) Limited AR A F) KEPY Investments (Samoa) Limited (Al
(formerly known as Fexon Investments Limited) (the BEEREERAA([HKEF)2HERE - It
“Acquirees”), which are engaged in the provision of BHRBEAKBESHEAR - REREE S
property consultancy services, at a net consideration B REEX) /2,323,0008 T ©

of HK$1,793,000. The acquisition was accounted for
using the purchase method of accounting. The amount
of goodwill arising as a result of this acquisition is
approximately HK$2,323,000.

2008
HK$'000
FHExT
(Note)
(B at)
Net assets acquired: FREE NEEFME -

Debtors, deposits and prepayments FEMBR SR - 7] & RIE(FIA 1,290
Bank balances and cash RITHBR RIS 1
Creditors and accrued expenses FERTBR R R FERT R 2 (1,628)
Taxation payables JENFLTE (193)
(530)
Goodwill arising on acquisition (Note 18) TR EE 2B (Kit18) 2,323
Net consideration FRE 1,793

Net cash outflow arising on acquisition WIEHWBAREE 2R REFE

of subsidiaries:
Bank balances and cash acquired FrEE NSRITHE R R IR ® 1
Cash consideration paid ENRERE (1,793)
(1,792)
Note: Carrying amount of the Acquirees’ net assets acquired before Wi - AMRBAZEREFEEFEZREEEEATEME

combination is the same as its fair value. [ °
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36. ACQUISITION OF SUBSIDIARIES (continued)

37.

140

The goodwill on acquisition represents the value
obtainable from synergies with the Group on the
economy of scale on the property development
management services of the Group.

The subsidiaries acquired did not have any significant
impact on the Group's results and cash flows for the year
ended 31 March 2008.

If the acquisition had been completed on 1 April 2007,
total group revenue and profit for the period would
approximate the amounts disclosed in the consolidated

income statement.

MAJOR NON-CASH TRANSACTIONS

The Group issued additional shares as scrip dividends
during both years as set out in note 14.

Part of the consideration amounting to approximately
HK$19,869,000 for the acquisition of an associate has
not been fully paid as at 31 March 2008 and is included
in creditors and accrued expenses.
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37.

WREH R ()

WBELAZHEREASEMERREERE 2
RERBRAMELE 2 HRABEZATSEE -

FRBZHBRARYTAYASBEBE_TTN\F
AT HLEFEZEERRERBERERN

=
TE

W ER -—ZZ2LFMA —Hxk HERZR
SEWE MM BEARERTIRERERE -

EXFBRERS

MM sE140TE - REBMMMEFENEINEITR
MIEBARRR B °
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38. RETIREMENT BENEFIT SCHEMES 38. RKBER =T &
AEBERAREREERRA DN EHR/IRIKRE MG
ZZEAUZEEREIRAEREZZBRESE

The Group operates defined contribution retirement
benefit schemes for qualifying employees. The assets

of the schemes are separately held in funds under the
control of trustees.

The cost charged to the consolidated income statement
represents contributions payable to the funds by the
Group at rates specified in the rules of the schemes.
Where there are employees who leave the schemes prior
to vesting fully in the contributions, the contributions
payable by the Group are reduced by the amount of
forfeited contributions.

At the balance sheet date, there were no material
forfeited contributions which arose upon employees
leaving the schemes prior to their interests in the
Group’s contributions becoming fully vested and which
are available to reduce the contributions payable by the
Group in future years.

With effect from 1 December 2000, the Group has joined
a mandatory provident fund scheme (“MPF Scheme”).
The MPF Scheme is registered with the Mandatory
Provident Fund Schemes Authority under the Mandatory
Provident Fund Schemes Ordinance. The assets of the
MPF Scheme are held separately from those of the Group
in funds under the control of an independent trustee.
Under the rules of the MPF Scheme, the employer and
its employees are each required to make contributions to
the scheme at the rates specified in the rules. The only
obligation of the Group with respect to MPF Scheme is
to make the required contributions under the scheme.
Under the MPF Scheme, there will not be any forfeited
contribution available to reduce the contribution payable
by the Group.

The retirement benefit scheme contributions arising from
the MPF Scheme charged to the consolidated income
statement represent contributions payable to the funds
by the Group at the rates specified in the rules of the

scheme.

VS EEI

REERERBHZERAAEERZEFTEZ
HRAMEZEA XN TES ZHK - MESERN
FAEASERKAM 2 REMREZEE
S [BEHFOR AT HOR W R 2 S FIER ©

REER UYERRENBREANZAEAEE MK
MeaEafREZEAemMEETHAEER
RREFE IR A R 2 BRI -

H_ZTEFT_A—BR REBEMARGE
rEEeHB(RESFTI]) - BRESTIHERE
BHEEARESAIGIAERFEAESEERE
Lo BB CEEBURAREZEE B
URFEAERZESRA - REBFIZHA - BE
kEEHASBRANTAZLLRMEBIHRK -
AEBREFHREST I 2EFAETRARESE
HiEEZHR - RERESHE BT HIER
W SRR BRI A S B B AR FE A (K -

HgEestdmELD 2 RARBMGTEHRRAES
WaRME - BERAEEZERANFTHZ L
REELEN ZHK -
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39. CONTINGENT LIABILITIES 39. RAREE

T [ R
ZRITEEMRTT
RHZ#R

Guarantee given to a bank in
respect of banking facilities
granted to an associate

2008
HK$'000
FER

10,481

2007
HK$'000
TR

9,454

At the initial date of providing this guarantee, the
directors consider that the fair value of the financial

guarantee is insignificant.

RERZERZONGEAS EERRUBERZ
RNFEMTRE -

40. OPERATING LEASE COMMITMENTS 40. KREHLOAIE
At the balance sheet date, the Group had commitments REER ANEBETRECEBEAMELE

for future minimum lease payments under non-
cancellable operating leases in respect of rented premises

which fall due as follows:

MHTE A RRKEE SRR - b FEE
Z AT

2008 2007

HK$’000 HK$'000

FER FiT

Within one year —FR" 24,894 16,715
In the second to fifth year inclusive S _ZFHF (HEEMFEELEN) 30,913 42,468
55,807 59,183

Leases are negotiated, and monthly rentals are fixed, for
terms ranging from two to five years. F o
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For the year ended 31 March 2008 B@Z—ZZN\F=A=1+—HLFE

41. RELATED PARTY TRANSACTIONS AND

BALANCES

(a)

The Group entered into the following transactions (a)

with its related parties during the year:

Class of related party
BEALZER

Associates of the Group
REBEZHERT

Jointly controlled entities
of the Group
REE 7 R HIE

Subsidiaries of PYI
PYIZ B /& A A

Subsidiaries of ITC
EECEZHBAR

Associates of ITC
BHLEIHERT

Other related companies

H A B iE R A

FAAKERE

.BEALIXRZRES

Nature of transactions

REME

Project management fee charged by the Group
REFEKNEEERS
Purchase of concrete products by the Group
AEEBERERLTIEMD
Rentals and related building management fee
charged to the Group
FEBLINBEEREENEERSE
Building manager remuneration charged
by the Group
REFBKRDMEEEMNS
Consultancy fee and carpark rental charged
by the Group
REEKDARANEBERIEESHES

Subcontracting fees charged to the Group
rEEXNSBE

Service fees charged by the Group

A& E W AR 5 B

Service fees charged by the Group
REBWEBRS &
Building manager remuneration charged
by the Group
REBRDMEEEMNS
Project management fee charged by
the Group
REBBRIEEEES
Air-conditioning expenses charged by the Group

AEBERERZERE

Carpark rental charged by the Group
REBWREEZES

Purchase of building materials by the Group
REEBEREMH

Motor vehicle rental charged to the Group

AEEXNER

Service fees charged by the Group
REBEWERS &

Air-conditioning expenses charged by the Group
REBEKRZERE

Service fees charged to the Group

AEEXNREE

Interest charged by the Group
2N & B AU B

2008
HK$'000
FET

28,874

4,448

243

401

3,861

17

1,689

61

32

190

94
44

583

BEANLTAIZUTRS :

2007
HK$'000
FTHET

1,596

35

18,857

1,200

2,511

7,798

30

350

7,779

17

48
40

219

85

401

31
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41. RELATED PARTY TRANSACTIONS AND
BALANCES (continued)

(b) The remuneration of directors and other members of
key management during the year was as follows:

4. BEAETXRZ K& (H)

FRNEERHEBERE2E8 ZHBHOT

2008 2007

HK$’000 HK$'000

FHExT FAT

Short-term employee benefits 5 ERE A 6,662 10,254
Post-employment benefits RIKET 87 106
Share-based payment expenses VAR AEBNH 2 971 944
7,720 11,304

EXERTHREEFMNZ2ZEANABEZRE

The remuneration of directors and key executives is g8
kM5B EmEE -

determined by the remuneration committee having
regard to the performance of individuals and market

trends.
Details of the balances with fellow subsidiaries, REERERRMEBAR - BE QA7) - HREH#
associates, jointly controlled entities and related BREEAR 2R HEHRFBEIIAM 26 27K
companies at the balance sheet date are set out in notes 29 ¢

26, 27 and 29 respectively.
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42. BALANCE SHEET OF THE COMPANY 2. X PRRZEER/BR

2008 2007
HK$'000 HK$'000
FET FHET

TOTAL ASSETS HEE
Investments in subsidiaries RTB R ARE 262,445 256,523
Prepayments TEf IR - 112
Amount due from a subsidiary Uy — R B B8 ) 3 IE 86,645 277,644
Short term bank deposits EHEIRITER 165,454 -
Bank balances RITEERR 41 34
514,585 534,313

TOTAL LIABILITIES wEE
Creditors and accrued expenses ERERR S ER R 1,504 2,374
Bank borrowings HRITIE - 63,999
1,504 66,373
NET ASSETS EEFHE 513,081 467,940

CAPITAL AND RESERVES BEXR#E

Share capital [ 298,649 294,800
Reserves (Note) &1 (K7 at) 214,432 173,140
513,081 467,940

Note: Movement of reserves of the Company during the current and

prior years are as follows:

Wiz ARBRAFREF 2 HEHEEEHNT

REZXEMARLT 2008F K 145



Notes to the Consolidated Financial Statements

VAN
el

V5 ¥R Y

For the year ended 31 March 2008 #@Z—ZEZEN\F=A=1+—RHLLEE

42. BALANCE SHEET OF THE COMPANY

2. ARRzEEREBER ()

(continued)
Share Capital
Share Special options redemption  Accumulated
premium reserve reserve reserve profits Total
RBEE $5RIf G BRERE EXEOHE ZitER At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR Fign FiEn FhEx
At 1 April 2006 275,805 (150,000) 137 255 41,330 167,527
Profit for the year EEEF - - - - 50,867 50,867
Recognition of equity-settled BRIBDAERAT A
share-based payment expenses - - 1,088 - - 1,088
Issue of shares under scrip RENRRSHERTRA
dividend scheme (3,071) - - - - (3,071)
Issue of shares upon exercise of RiTEREmETRA
share options 994 - (244) - - 750
Credit arising on scrip dividends NRRBEE ZER - - - - 5,472 5,472
Dividends paid BRRE - - - - (49,493) (49,493)
At 31 March 2007 W-ZE+FZA=T-A 273,728 (150,000) 981 255 48,176 173,140
Profit for the year FEEF - - - - 85,256 85,256
Recognition of equity-settled BRARDAERAT A
share-based payment expenses - - 4,697 - - 4,697
Issue of shares under RENRRSHEBTRA
scrip dividend scheme (2,206) - - - - (2,206)
Issue of shares upon exercise of AT EREmETRR
share options 1,591 - (398) - - 1,193
Credit arising on scrip dividends DARR B EE ZER - - - - 5,733 5,733
Dividends paid BRRE - - - - (53,381) (53,381)
At 31 March 2008 RZES\F=R=1-H 273,13 (150,000) 5,280 255 85,784 214,432

146

The contributed surplus represents the difference
between the consolidated shareholders’ funds of the
subsidiaries at the date on which they were acquired by
the Company, and the nominal amount of the Company’s
shares issued for the acquisition at the time of the Group

reorganisation in a prior year.

The special reserve of the Company represents the
difference between the aggregate of the net asset value
of, and shareholder’s loan to, Paul Y. Management
Contracting amounting to HK$250,000,000 and the issue
value of the shares of HK$400,000,000 as consideration
for the acquisition of Paul Y. Management Contracting in
a prior year.
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Notes to the Consolidated Financial Statements
RE M HmR
For the year ended 31 March 2008 #@Z—ZEZENE=A=+—RHLEE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES, 43. T EMBAR - BE QAR RHEBEZFH

ASSOCIATES AND JOINTLY CONTROLLED BEH
ENTITY
(a) Particulars of the Company’s principal subsidiaries at (@ AAREEWNBARAR-_ZZ/NF=A

31 March 2008 are as follows: =+—HZHFEBWT :

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/  held by the attributable
incorporation/ registered  Company/ to the
Name of subsidiary registration capital  subsidiaries Group Principal activities
xAA/
(o)
g2 AEEEMN
BRTREA ERTRE/
BETRAR HEfEAR TEMEE
HELRER B3/ 1 it B BRE/ZMER ZBEO ZEAL EEEE
% %
China Earth Limited Hong Kong HK$1 100 100 Investment holding
ERERATF BB ordinary share RAEER
(note (i) below)
1B
B
(FXHBFE)
Corless Limited British Virgin uss$2 100 100 Investment holding
Islands ordinary shares REER
HERTES 2ETT
B
Paul Y. Building Materials Hong Kong HK$2 100 100 Trading and
Company Limited BE ordinary shares installation of
28T building materials
Lk BREMHE S RER
Paul Y. - CREC(HK) Hong Kong - 60 60 Civil engineering
Joint Venture N (note (i) below) TARTIRE
(FX i)
Paul Y. (E & M) Hong Kong HK$20,000,000 99.9998 99.9998 Provision of electrical,
Contractors Limited BB ordinary shares mechanical and
RERESIEERAR 20,000,000 7T building services

EEl

RUEHRIRERY
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Notes to the Consolidated Financial Statements
RE R R
For the year ended 31 March 2008 B@Z—ZEZN\F=A=+—RHLEE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES, 43. T EMBLAR > BE LR R AR EZFIH

ASSOCIATES AND JOINTLY CONTROLLED BER (&
ENTITY (continued)
(a) Particulars of the Company’s principal subsidiaries at (@ AAREEWNBARAR-_ZZNF=A

31 March 2008 are as follows: (continued) =+—HZHEBWOT : (8)

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/  held by the attributable
incorporation/ registered  Company/ to the
Name of subsidiary registration capital subsidiaries Group Principal activities
AR/
o=
g2 AEEEMN
BRITRA/ BRIRE/
BRETRAE TEfER TEfER
MELR AR B3/ 1 it B BRAE/EMER A= ZEAL EEEE
% %
Paul Y. Builders Group Hong Kong HK$2 100 100 Investment holding
Limited B ordinary shares RAEER
RERESEFRAR 28T
HK$1,000,000 - -
non-voting
deferred shares
(note (iii) below)
1,000,000/ 7T
ERZEETHR
(FX ATz (iii))
Paul Y. Builders Limited Hong Kong HK$102,000,000 100 100 Building construction
REREBERAA B ordinary shares BFgE
102,000,000/ T
Paul Y. Construction & Hong Kong HK$42,000,000 100 100 Building construction
Engineering Co. Limited BB ordinary shares and specialist works
RERETRERAT 42,000,000/ 7 BFRERFEIR
gl
Paul Y. General Contractors  Hong Kong HK$36,000,000 100 100 Civil engineering
Limited &8 ordinary shares and building

REREEEERAF

36,000,000/ 7
il
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Notes to the Consolidated Financial Statements
RE M HmR
For the year ended 31 March 2008 #@Z—ZEZENE=A=+—RALEE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES, 43. T EMBAR - BE QAR RHABEZEFH

ASSOCIATES AND JOINTLY CONTROLLED BER (&)
ENTITY (continued)
(a) Particulars of the Company’s principal subsidiaries at (@ AAREXEWBARAR-_ZZNF=A

31 March 2008 are as follows: (continued) =+—HZHEBWOT : (B)

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/  held by the attributable
incorporation/ registered  Company/ to the
Name of subsidiary registration capital  subsidiaries Group Principal activities
AR/
B DA
g2 AEEEM
BRTREA ERTRE/
BETRAR HEMEAR TEfEAR
MELRER B3/ i B BRA/ZEMER A=l ZEAL EEEE
% %
Paul Y. Interior Contractors  Hong Kong HK$2 100 100 Interior decoration
Limited BE ordinary shares works
RELMHTIRERRA 2B ZREBIRE
L
Paul Y. Plant Hire Limited Hong Kong HK$2 100 100 Hire of motor
RERBEERRDA 5 ordinary shares vehicles and plant
28T and machinery
L B REBLEREE
Paul Y. Construction Hong Kong HK$2 100 100 Civil engineering,
Company, Limited B8 ordinary shares building
RERERRAA 28T construction
gl and investment
holding
HK$50,000,000 - - TARTRE  BFRER
non-voting REER
preferred shares
(note (iv) below)
50,000,000/ 7T
ERZEETR
(FX Mzt iv)
Paul Y. Construction PRC RMB60,000,000 100 100 Civil engineering and
(China) Limited 2l registered capital building construction

REZE (PH) FRAF

AE#60,000,0007T
T EAR

REZXEEMERAT 200853
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Notes to the Consolidated Financial Statements
RE R R
For the year ended 31 March 2008 B@Z—ZEZN\F=A=+—RHLEE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES, 43. T EMBLAR > BE LR R AR EZFIH

ASSOCIATES AND JOINTLY CONTROLLED BER (&
ENTITY (continued)
(a) Particulars of the Company’s principal subsidiaries at (@ AAREEWNBARAR-_ZZNF=A

31 March 2008 are as follows: (continued) =+—HZHEBWOT : (8)

Percentage of issued

Issued and share capital/
fully paid registered capital
Place of share capital/  held by the attributable
incorporation/ registered  Company/ to the
Name of subsidiary registration capital subsidiaries Group Principal activities
xAA/
o=
&R AEEEMN
BRTRE/ BRTRE/
BRETRAE TEfER TEfER
MELR AR B3/ 1 it B BRAE/EMER ZBEOL ZEAL EEEE
% %
Paul Y. Foundation British Virgin Uss$1 100 100 Investment holding
Holdings Limited Islands ordinary share REBR
EERUHE E
Paul Y. Foundation Hong Kong HK$10,000,000 100 100 Civil engineering and
Limited &8 ordinary shares foundation works
REWEERAF 10,000,000/ 7T TARTRRRBEATRE
gl
Paul Y. Management Hong Kong HK$2 100 100 Management and
Limited B8 ordinary shares secretarial services
REEREFRAA 287 R RWERS
Paul Y. Project Management Hong Kong HK$2 100 100 Project management
International Limited BE ordinary shares services and
REBRBEIRERERRA 2B investment holding
L mAR BEEERBERIZE
7R
Paul Y. Facilities Hong Kong HK$2 100 100 Facilities management
Management Co. Limited &8 ordinary shares services
RESHERARAA 2B B R AR
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Notes to the Consolidated Financial Statements
RE M HmR

For the year ended 31 March 2008 HZ =

EENF=ZA=+—-HLFE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITY (continued)

(a)

Particulars of the Company’s principal subsidiaries at

31 March 2008 are as follows: (continued)

All of the above subsidiaries operate in Hong Kong

except Paul Y. Construction (China) Limited which

operates in the PRC.

All of the above subsidiaries are private limited

companies except Paul Y. — CREC(HK) Joint Venture

which is an unincorporated business.

)
(ii)

(iii)

(iv)

Newly acquired during the year.

No capital has been contributed by the joint
venture partners of the joint venture.

The holders of the non-voting deferred shares
are not entitled to vote, are not entitled to
any dividends for any financial year and are,
on winding up or otherwise, only entitled
out of the surplus assets of the company to
a return of the capital after a total sum of
HK$100,000,000,000,000 has been distributed
to the holders of the ordinary shares of the
company.

The holders of the non-voting preferred shares
are not entitled to vote, are not entitled
to any dividends unless the net profits of
the company available for dividend exceed
HK$100,000,000,000 in which case they should
be entitled to a fixed non-cumulative dividend
at the rate of 5% per annum for any financial
year and are, on winding up, only entitled
out of the surplus assets of the company to
a return of the capital after a total sum of
HK$10,000,000,000 has been distributed to the
holders of the ordinary shares of the company.

43. T EMBEAT - BERQ

AR E R

BEHR (H)

(a)

ARAEEHBAAR-FE
S+—AZEEDT :

BAAENBARBEIEZEFEL

NEFE=A
(%)

R

%géﬁ(ﬂpﬂ)ﬁﬁﬁL\aE‘?EE@"

FtmrEMBAR Y ARLAABR AR -
Paul Y. - CREC(HK) Joint Venture &35 A&

F BA o
BHeErEZE

2F
ﬁ

ERDTWELE -

hNERKZERRERSEABRESR
MEEEREAMBRFEZ KRS - BER
EREZAREERIEEMBER TS
K 42 100,000,000,000,000/%8 7T T #%
NRAEEBRFBAEARHNEBENGEEZS
RT - BREER -

SERFHREARFTEARRRSE
I B R B B - BRI 2 R AR
B 4 | # #100,000,000,000/ 7T

EURBEAT BEBRMAEFNTHREF
FEER-EFERS%EFEIFRER

B BRABGEZXARIERK D IKAH
10,000,000,000% 7T F 5% & 7] & & X £
BARHAERBEEZRBRT  ERE
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Notes to the Consolidated Financial Statements
RE R R
For the year ended 31 March 2008 B@Z—ZEZN\F=A=+—RHLEE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED

152

ENTITY (continued)

(b)
31 March 2008 are as follows:

Name of associate

CSCEC - Paul Y.
Construction
Company Limited
TREREZERRAELA

Gain Resources Limited

Zhong Yu - Paul Y. Project
Management Company
Limited

ERPFRETRIAR
ERBRAF

WIXBEXBRAF

MMEEHBRAEFRDAF

Particulars of the Company’s principal associates at

Place of

incorporation/

registration

B3/ A it B

PRC
&

British Virgin
Islands

EERURE

PRC
&

PRC
&

PRC
o

43.

Issued and
fully paid
share capital/
registered
capital
BHTR
HMERE
EMER

US$10,000,000
registered capital
(note (i) below)
10,000,0003 7T
AMEX
(FXHE®)

us$100
ordinary shares
1003 7T

US$500,000
registered capital
(note (i) below)
500,000 7T
AMEX
(FXHEEG)

RMB 10,000,000
registered capital
(note (ii) below)
AE#10,000,0007T
FMEX
(FXHEE(in)

RMB10,000,000
registered capital
(note (ii) below)
AR #10,000,0007T
ERlE-N

(FXH i)

PAUL Y. ENGINEERING GROUP LIMITED ANNUAL REPORT 2008

(b)

TENBAR BEQTARARZESK
BER (HE

ARARATERERAAR-_ZTENE=A
S+—AZHEEMT

Percentage of
issued share
capital/registered
capital attributable

to the Group Principal activities

FEEEWN
BRITREEH
EXzEDM TEXK
%

31.3 Civil engineering
and building
construction

IARTRRETRE
25 Investment holding
REER
40 Project management
and consultancy
services
B R B R AARE
50 Investment holding
REER
50 Property holding
BENE



Notes to the Consolidated Financial Statements
RE M HmR
For the year ended 31 March 2008 #@Z—ZEZENE=A=+—RALEE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES,
ASSOCIATES AND JOINTLY CONTROLLED
ENTITY (continued)

(b) Particulars of the Company’s principal associates at
31 March 2008 are as follows: (continued)

All of the above associates are held by the Company
indirectly.

(i) The company is a sino-foreign equity joint
venture company.

(i)  Newly acquired during the year.

(c) Particulars of the Company’s principal jointly
controlled entity at 31 March 2008 are as follows:

Place of
incorporation/

Name of jointly controlled entity registration

HEERBEEE BRI,/ 5 1 3t B
Paul Y. — Penta-Ocean Joint Hong Kong
Venture N

Note: No capital has been contributed by the joint venture
partners.

The above tables list the subsidiaries, associates and a
jointly controlled entity of the Company which, in the
opinion of the directors, principally affected the results
for the year or formed a substantial portion of the net
assets of the Group. To give details of other subsidiaries,
associates and jointly controlled entities would, in the
opinion of the directors, result in particulars of excessive
length.

None of the subsidiaries had any debt securities
outstanding at the end of the year or at any time during
the year.

(note below)
(FXHteE)

43. TEMELF  BE QT KL E =
BEHR (H)

b) ARBETEHBERANR_ZTENFE=N
=+t—HZHBOT (&)

LA EBE AR IHARBREFTE -

() WRBADRBINEGESERA -

(i) FAHFBA -

(© ARAEEBHABHBWN -FEN\F= A
=t-RzHENT

Percentage of

Issued and issued share
fully paid capital attributable
share capital to the Group Principal activities
2BTR FEEELERT
HERK BRAEZEDE TEXK
%
- 50 Civil engineering

TARIRE

Bt aEERMEHE -

NERRFIREERRIENEAEHFERE
BRERAEE RO EFEELARANE 2
A BERARR-HRARESIKE EERA
FI) L At B /8 A B RAREH®EZE
i< REILE

A N =
RN

BEMBERRRFEXANAFEETMEHEES M
RITEZEMEBES -
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Financial Summary

MBHRE

For the year ended 31 March
BE=ZA=1+—HILFE

2004 2005 2006 2007 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHET TR FET FERx
RESULTS 45
Turnover S 3,334,023 3,247,683 3,109,876 4,359,329 4,913,022
Profit (loss) before taxation MFL AR A (B 18) (69,625) 79,559 104,277 109,435 129,730
Taxation 1A 7,215 (1,836) (3,196) (8,401) (9,747)
Profit (loss) for the year FERA (BE) (62,410) 77,723 101,081 101,034 119,983
Attributable to: AT ATER
Equity holders of /NI i
the Company HEA (61,671) 80,006 100,902 112,621 119,479
Minority interests DER R (739) (2,283) 179 (11,587) 504
(62,410) 77,723 101,081 101,034 119,983
As at 31 March
W=B=+—8
2004 2005 2006 2007 2008
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHEL FHET FET FET FEx
ASSETS AND LIABILITIES BEERER
Total assets BEE 1,701,217 1,676,923 1,937,190 2,561,371 2,632,755
Total liabilities BAERE (1,685,698)  (1,353,457)  (1,556,946)  (2,106,435) | (2,094,809)
Total equity BE 15,519 323,466 380,244 454,936 537,946
Attributable to: AT ALEN
Equity holders of ARAZ#ER
the Company BEA 5,071 316,101 369,900 442,116 523,763
Minority interests DR R 10,448 7,365 10,344 12,820 14,183
15,519 323,466 380,244 454,936 537,946
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Corporate Information

NEEH
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James Chiu, OBE, JP Chairman (Independent Non-Executive Director) — #%E% + OBE + JP FE(HZIFHTEE)
Lau Ko Yuen, Tom Deputy Chairman (Non-Executive Director) 2= R BIEE (EHTEE)
Mok Yat Fan, Edmond  Executive Director & Chief Executive Officer 2E—M HITEEFITHAAZR
Cheung Lee Ming, Andy Executive Director & Chief Financial Officer RAE HITEFEFYHAZR
Lee Chack Fan, SBS, JP Independent Non-Executive Director TR SBS - JP B IHTEE

lain Ferguson Bruce Independent Non-Executive Director lain Ferguson Bruce B IFHTEE

AUDIT COMMITTEE
James Chiu, OBE, JP (Chairman)
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EREES
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lain Ferguson Bruce
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lain Ferguson Bruce (Chairman) lain Ferguson Bruce (3 /%)
Mok Yat Fan, Edmond E—M

Cheung Lee Ming, Andy RAE
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lain Ferguson Bruce (Chairman) lain Ferguson Bruce (F /&)
Lau Ko Yuen, Tom 2= R

Cheung Lee Ming, Andy RAE

EXECUTIVE COMMITTEE HITEES®

Mok Yat Fan, Edmond (Chairman) E—W(FE)

Cheung Lee Ming, Andy RN E

QUALIFIED ACCOUNTANT SEREETE

Law Hon Wa, William R

COMPANY SECRETARY

DEWE

Mui Ching Hung, Joanna Mg RRAL
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Corporate Information

NEER

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Bank of Communications Co., Ltd., Hong Kong Branch
China Construction Bank (Asia) Corporation Limited
CITIC Ka Wah Bank Limited

BNP Paribas

DBS Bank (China) Limited, Beijing Branch

DBS Bank (Hong Kong) Limited

Fubon Bank (Hong Kong) Limited

The Bank of East Asia, Limited

Wing Hang Bank, Limited

PUBLIC RELATIONS CONSULTANT

Strategic Financial Relations Limited

REGISTERED OFFICE
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda

PRINCIPAL PLACE OF BUSINESS
31/F, Paul Y. Centre

51 Hung To Road

Kwun Tong, Kowloon

Hong Kong

Tel : +852 2831 8338

Fax: +852 2833 1030

PRINCIPAL SHARE REGISTRARS AND TRANSFER
OFFICE

Butterfield Fund Services (Bermuda) Limited

Rosebank Centre

11 Bermudiana Road, Pembroke

Bermuda

BRANCH SHARE REGISTRARS AND TRANSFER
OFFICE
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28 Queen’s Road East, Wanchai

Hong Kong

WEBSITE

www.pyengineering.com

STOCK CODE

Hong Kong Stock Exchange 00577
Reuters 00577.HK
Bloomberg 577 HK
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Paul Y. Engineering Group Limited
31/F, Paul Y. Centre, 51 Hung To Road
Kwun Tong, Kowloon, Hong Kong
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